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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA) 
certificates. 
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assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  OMB  Circular  A- 128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit  Report 
for  the  two  fiscal  years  ended  June  30,  1991  has  been  issued.  Copies  of  the  Single  Audit 
Report  can  be  obtained  by  contacting: 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Board  of  Investments 
of  the  Department  of  Commerce  for  the  fiscal  year  ending  June  30,  1992. 
Included  in  this  report  are  three  recommendations  addressing  bond  accounting 
issues  and  electronic  data  processing  enhancements.   The  board's  written  response 
to  the  audit  recommendations  are  included  at  the  end  of  the  audit  report. 

We  thank  the  Executive  Director  and  his  staff  for  their  assistance  and 
cooperation. 


Respectfully  submitted 


Scott  A.  Seacat 
Legislative  Auditor 
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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  board's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  board  involve  accounting 
personnel  in  new  bond  issuances  to  ensure 
they  understand  the  accounting  ramifica- 
tions associated  with  the  bond  issue 


Board  Response:  Concur.  See  page  B-3 


Recommendation  #2 


We  recommend  the  board  record  bond  trans- 
actions in  accordance  with  generally  accepted 
accounting  principles 


Board  Response:  Concur.  See  page  B-3 


Recommendation  #3 


We  recommend  the  board  work  with  the  soft- 
ware vendor  to  ensure  the  PMS  software 
allows  for  timely  error  corrections 


10 


Board  Response:  Concur.  See  page  B-3 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Montana 
Board  of  Investments'  (board)  investment  and  economic  develop- 
ment activities  for  the  fiscal  year  ended  June  30,  1992.   Article 
VIII,  section  13,  of  the  Montana  Constitution  requires  an  annual 
audit  of  the  board  and  this  report  represents  compliance  with  the 
annual  audit  requirement.  The  objectives  of  the  audit  were  to: 

1.  Review  the  board's  management  and  investment  accounting 
control  systems  and  make  recommendations  for  improve- 
ments. 

2.  Determine  if  the  board's  financial  statements  fairly  present, 
in  conformity  with  generally  accepted  accounting  principles 
(GAAP),  the  financial  position  and  results  of  operations  for 
the  fiscal  year  ended  June  30,  1992. 

3.  Determine  if  the  board  complied  with  applicable  laws  and 
regulations. 

4.  Determine  the  implementation  status  of  the  prior  audit 
recommendations. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the  recom- 
mendations made  in  this  report.   Areas  of  concern  deemed  not  to 
have  significant  effect  on  the  successful  operations  of  the  board 
are  not  specifically  included  in  this  report,  but  have  been 
discussed  with  the  executive  director  and  his  staff. 


Background 


The  Montana  Board  of  Investments,  originally  created  in  1971, 
is  attached  to  the  Department  of  Commerce  for  administrative 
purposes.  The  board  consists  of  nine  members  appointed  by  the 
governor  and  confirmed  by  the  Senate. 


The  board  employs  an  executive  director  and  an  investment 
officer  who  in  turn  hire  and  manage  board  staff.  The  staff 
advise  the  board,  implement  its  decisions,  and  perform  daily 
investment,  economic  development  and  recordkeeping  functions. 
Administrative  charges  to  participants  fund  the  board's  invest- 
ment operations.  These  fees  are  collected  from  income  earned 
on  moneys  invested. 
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The  board  directs  the  investment  of  state  funds  in  accordance 
with  the  constitution  and  laws  of  the  state.  The  board  admin- 
isters the  investment  program  under  the  "prudent  expert  prin- 
ciple" which  requires  an  investment  manager  to: 

1.  Discharge  his  duties  with  the  care,  skill,  prudence,  and 
diligence,  under  the  circumstances  prevailing,  that  a 
prudent  person  in  a  like  capacity  with  the  same  resources 
and  familiarity  exercises. 

2.  Diversify  the  holdings  of  each  participating  fund  to  mini- 
mize the  risk  of  loss  and  to  maximize  the  rate  of  return. 

3.  Discharge  his  duties  solely  in  the  interest  of  and  benefit  for 
the  funds  forming  the  unified  investment  program. 

There  are  three  major  investment  management  programs  within 
the  board's  operations.  "All  Other  Funds"  (AOF)  is  a  combina- 
tion of  approximately  30  agencies'  investments  which  the  board 
manages  on  their  behalf.   The  investments,  generally  long-term 
in  nature,  are  managed  to  produce  steady  yields  over  a  long 
period  of  time. 

The  "Short-Term  Investment  Pool"  (STIP)  provides  a  short-term 
investment  vehicle  to  state  or  local  government  investors.   There 
is  a  fixed  $100  unit  value  for  STIP.   The  purpose  of  STIP  is  to 
provide  the  highest  possible  return,  yet  maintain  a  highly  liquid 
position.  The  short-term  investment  portfolio  is  managed  by  the 
board,  and  participants  may  purchase  or  sell  units  on  a  daily 
basis. 

The  "Montana  Common  Stock  Pool"  (MontComp)  is  an  invest- 
ment pool  designed  to  allow  authorized  agencies  to  participate  in 
the  equity  market  through  a  diversified  pool.   The  Montana 
Constitution  authorizes  only  retirement  funds  and  endowment 
funds  to  invest  in  private  corporate  capital  stock.  The  board 
manages  the  securities  in  the  portfolio. 

According  to  the  objectives  outlined  in  state  law,  the  board  also 
administers  economic  development  programs  created  for  the  pur- 
pose of  strengthening,  diversifying,  and  stabilizing  the  Montana 
economy  and  increasing  Montana  employment  and  business 
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opportunities.   The  following  paragraphs  describe  these 
programs. 

1.  The  Mortgage  Loan  Program  invests  public  moneys  directly 
in  Montana  through  purchase  of  mortgage  loans.   There  are 
four  types  of  mortgages  purchased  under  this  program: 
conventional  residential,  federally  guaranteed  residential, 
multifamily,  or  commercial  buildings.   Applications  are 
reviewed  by  the  board  using  Federal  Home  Loan  Mortgage 
Corporation  standards.   Purchased  loans  costing  over 
$250,000  are  approved  by  the  board.   As  of  June  30,  1992, 
the  board's  records  reflect  2,576  loans  with  a  principal 
balance  of  $1 18,540,006.  This  activity  is  included  in  the 
"All  Other  Funds"  financial  statements. 

2.  The  Coal  Tax  Loan  Program  uses  a  revolving  loan  strategy. 
The  board  purchases  loans  from  approved  financial  institu- 
tions to  finance  the  acquisition  of  land,  buildings,  or  equip- 
ment and  to  provide  working  capital.   The  resources  avail- 
able to  provide  coal  tax  loans  consist  of  25  percent  of  the 
Permanent  Coal  Tax  Trust  Fund.  The  Coal  Tax  loans  are 
included  in  the  "All  Other  Funds"  financial  statements. 

3.  The  board  also  administers  the  Stand-Alone  Industrial 
Development  Bond  Program  and  the  Pooled  Industrial 
Development  Bond  Program.   These  programs  provide 
lower  cost  capital  to  eligible  Montana  businesses  through 
the  use  of  tax-exempt  bonds. 

The  Stand-Alone  Industrial  Development  Bond  Program  pro- 
vides a  means  for  satisfying  certain  eligibility  requirements 
for  businesses  to  obtain  money  raised  by  issuing  tax-exempt 
bonds.   Under  this  program,  the  board  does  not  extend, 
either  directly  or  indirectly,  credit  or  funds  to  program 
users  but  serves  as  the  legal  conduit  into  the  tax-exempt 
bond  market.   The  board  did  not  issue  bonds  under  the 
Stand-Alone  Program  during  fiscal  year  1991-92.   Stand- 
Alone  bonds  are  not  liabilities  of  the  state  of  Montana 
because  assets  and  revenues  of  private  companies  are 
pledged  to  repay  the  bonds. 

The  Pooled  Industrial  Development  Bond  Program  provides 
access  to  the  tax-exempt  bond  market,  and  loans  funds  to 
businesses  who  satisfy  program  requirements.   The  Pooled 
Program  is  currently  inactive  due  to  changes  in  federal  tax 
law  passed  in  1986.   Board  officials  believe  the  Pooled 
Program  can  no  longer  provide  useful  financing  and  they 
have  no  plans  for  reactivating  the  program. 
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4.  The  Montana  Cash  Anticipation  Financing  (MCAF) 
Program  provides  tax  anticipation  financing  to  local 
governments.  The  program  provides  assistance  to  local 
government  units  in  financing  their  short-term  cash  flow 
requirements  which  occur  prior  to  the  collection  or  receipt 
of  property  taxes  and  revenues.   The  bonds  are  payable 
from  tax  anticipation  notes  issued  by  local  governments.  If 
a  local  government  defaults,  the  board  must  purchase  a 
refunding  note  to  ensure  that  the  necessary  bond  obligations 
are  paid.   In  fiscal  year  1991-92,  the  board  issued 
$4,485,000  in  MCAF. 

5.  Bonds  are  used  to  finance  intermediate  term  (two  to  five 
years)  capital  needs  of  local  governments  in  the  Inter- 
mediate Term  Capital  Pool  Program.   The  board  pools  bor- 
rowing needs  of  various  local  governments  and  issues  bonds 
to  finance  these  projects.   Local  government  participants 
pay  the  cost  of  issuance.   In  fiscal  year  1991-92,  the  board 
issued  $6,500,000  in  bonds  under  this  program. 

6.  The  Irrigation  District  Pooled  Loan  Program  allows  certain 
Montana  Irrigation  Districts  to  take  advantage  of  a  federal 
government  offer  to  prepay  outstanding  Bureau  of  Reclama- 
tion loans  at  a  substantial  discount.   Although  the  board  did 
not  issue  bonds  under  this  program  in  the  fiscal  year  1991- 
92,  approximately  $5  million  of  debt  exists  at  June  30,  1992 
from  previous  bond  issuances. 

7.  The  Conservation  Reserve  Enhancement  Program  (CRP) 
allows  farmers  to  receive  a  lump  sum  amount  in  return  for 
assignment  of  their  federal  CRP  contract  to  the  board.  The 
board  purchased  new  CRP  contracts  using  Coal  Tax  Trust 
Fund  moneys  during  fiscal  year  1991-92  by  issuing  bond 
anticipation  notes.   Total  bond  anticipation  notes 
outstanding  at  June  30,  1992  were  $2,338,000. 

8.  The  School  District  Pool  Refunding  Program  provides  funds 
to  participating  school  districts  in  the  state  to  refinance 
their  existing  general  obligation  bonds  at  lower  interest 
rates  than  the  rates  on  the  district's  outstanding  bonds. 
Although  the  board  did  not  issue  bonds  under  this  program 
in  fiscal  year  1991-92,  approximately  $5.9  million  of  debt 
exists  at  June  30,  1992  from  previous  bond  issuances. 

The  Enterprise  Fund  balance  sheet  on  page  A-45  and  financial 
statement  notes  3  and  4  on  page  A-51  contain  additional  infor- 
mation concerning  bonds  issued  by  the  board. 
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Prior  Audit  Recommendations 


Prior  Audit  Our  prior  audit  report,  issued  for  the  fiscal  year  ended  June  30, 

Recommendations  1991,  contained  ten  report  recommendations.  Of  the  ten 

recommendations,  eight  were  directed  to  the  board. 

The  two  recommendations  not  directed  to  the  board  relate  to  the 
payment  of  a  30  cent  bond  assessment  fee.  Our  office 
performed  a  special  project  to  determine  the  implementation 
status  of  the  recommendation  concerning  the  payment  of  the 
bond  assessment  fee  by  various  state  agencies.  The  results  of 
this  project  were  communicated  to  the  Legislative  Audit 
Committee  separately.   In  the  prior  audit,  we  recommended  the 
Department  of  Administration  (Dof  A)  establish  procedures  to 
ensure  timely  payment  of  bond  assessment  fees.   Our  office  will 
determine  the  implementation  status  of  the  recommendation 
directed  to  Dof  A  during  the  next  financial-compliance  audit  of 
that  department. 

For  the  eight  recommendations  related  to  the  board,  seven  are 
still  applicable  to  the  board's  operations.   Of  the  seven 
recommendations,  five  were  implemented.   We  will  follow-up  on 
the  implementation  status  of  one  recommendation  during  the 
next  annual  audit  of  the  board  after  the  1993  Legislature  has 
met.   One  prior  recommendation  not  implemented  concerning 
recording  transactions  in  accordance  with  generally  accepted 
accounting  principles  is  discussed  on  page  8. 
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Accounting  Issues 


Section  17-1-102,  MCA,  requires  all  state  agencies  to  record 
their  financial  transactions  on  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  in  compliance  with  generally 
accepted  accounting  principles  (GAAP).   State  accounting  policy 
is  established  to  ensure  information  recorded  on  SBAS  complies 
with  GAAP.   During  our  audit  we  identified  several  instances 
where  the  board  can  improve  compliance  with  GAAP  and  state 
accounting  policy. 


School  District  Refunding 
Bonds 


During  June  1991,  the  board  issued  Municipal  Finance  Consoli- 
dation Act  Bonds  totalling  $6,234,000  for  the  School  District 
Pooled  Refunding  Program.   The  board  used  the  proceeds  of 
these  bonds  to  allow  16  participating  school  districts  to  retire 
previously  issued  general  obligation  bonds.   The  school  districts 
transfer  county  property  tax  revenues  to  the  board  for  the 
interest  and  principal  payments  on  the  refunding  bonds. 


The  official  bond  statement  specified  a  private  company  to  act  as 
trustee.  The  trustee  coordinates  the  bond  transactions  for  both 
the  board  and  the  participating  school  districts.   The  bond 
trustee  prepares  a  monthly  statement  of  activity  for  the  board. 
The  monthly  statement  from  the  bond  trustee  outlined  school 
district  bond  transactions  in  addition  to  those  affecting  the 
board.  The  board  recorded  the  transactions  outlined  in  the 
school  district  portion  of  the  statement  as  board  activity  on  SBAS 
during  fiscal  year  1991-92.   For  example,  the  school  district's 
interest  expenses  for  debt  service  payments  were  incorrectly 
recorded  on  SBAS.   In  addition,  school  district  revenue  and 
investments  were  improperly  recorded  as  board  activity  on 
SBAS. 

Because  the  board  does  not  have  significant  influence  over  the 
school  districts  and  is  not  accountable  for  school  district  fiscal 
matters,  under  GAAP  the  board's  financial  records  should  not 
include  school  district  financial  activity.  Table  1  outlines  the 
misstatements  in  the  Enterprise  Fund  which  resulted  from  these 
errors.  Board  personnel  identified  the  errors  when  they  began 
preparing  the  financial  statements.  The  board  corrected  the 
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errors  on  SBAS  during  fiscal  year  1992-93,  and  the  financial 
statements  were  adjusted  to  reflect  the  proper  account  balances. 


Tabl( 

J  1 

School  Bond  Accouiting 

Errors 

Category 

Over (Under) Stated 

Revenue 

$    986,444 

Expense 

2,074,590 

Interest  Receivable 

91,688 

Short  Term  Investments 

660,489 

Long  Term  Investments 

(2,308,100) 

Advances 

(179,711) 

Accounts  Payable 

(1,350) 

Deferred  Revenue 

(231,199) 

Source:   Compiled  by  the 

Office  of  the  Legisla- 

tive  Auditor 

Board  bond  personnel  stated  the  school  district  refunding  bond 
issue  was  extraordinary  in  nature  and  unusually  complex.   Board 
accounting  personnel  said  the  misstatements  occurred  because  of 
the  complexities  in  the  bond  issuance.   Accounting  personnel 
believe  if  they  were  involved  in  the  initial  bond  development 
process,  they  could  have  avoided  making  the  majority  of  these 
errors.   Personnel  also  stated  they  were  unaware  that  a  portion  of 
the  trustee  statement  included  school  district  activity. 


Recommendation  #1 

We  recommend  the  board  involve  accounting  personnel  in 
new  bond  issuances  to  ensure  they  understand  the  account- 
ing ramifications  associated  with  the  bond  issue. 
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Recording  Bond  During  fiscal  year  1991-92,  the  board  issued  $142,  085,000  of 

Transactions  Payroll  Tax  Bonds  for  the  Workers'  Compensation  Program.   The 

board  transferred  the  bond  proceeds  to  the  State  Compensation 
Mutual  Insurance  Fund  to  cover  the  cost  of  administering  and 
paying  claims  from  accidents  occurring  prior  to  July  1,  1990.   As 
trustee  for  the  bond  issue,  the  board  coordinates  and  accounts 
for  a  portion  of  the  payroll  tax  bond  transactions  related  to  debt 
service  reserve  and  bond  interest  and  principal  payments.   The 
accounting  errors  described  below  do  not  affect  the  board's 
financial  statements  because  the  financial  activity  for  the  payroll 
tax  bonds  are  reported  on  the  State  Compensation  Mutual 
Insurance  Fund's  financial  statements.   However,  this  in  no  way 
relieves  the  board's  responsibility  for  ensuring  proper  accounting 
transactions  are  recorded  on  the  state's  accounting  records.   We 
discussed  the  payroll  bond  errors  described  below  with  board 
personnel.   As  a  result  of  our  discussions,  the  state's  accounting 
records  were  adjusted  during  fiscal  year  1992-93. 

Interest  Expense  Accrual  -  The  payroll  tax  bonds  pay  interest 
the  first  day  of  June  and  December  of  each  year.   At  June  30, 
the  board  has  a  liability  for  the  accrued  interest  earned  by  the 
bondholders  from  June  1  through  June  30.   GAAP  requires 
interest  expense  incurred,  but  not  paid,  at  the  end  of  the  fiscal 
year  to  be  recorded  on  the  accounting  records.   The  board  did 
not  record  this  obligation  and  the  related  expense  on  its 
accounting  records.   Consequently,  expenses  and  accrued  bond 
interest  payable  in  the  Worker's  Compensation  Debt  Service 
Account  in  the  Enterprise  Fund  are  understated  by  $781,687  at 
June  30,  1992.   Board  personnel  indicated  this  liability  was 
overlooked  at  the  end  of  the  fiscal  year. 

Cost  of  Issuance  and  Bond  Discount  Amortization  -  The  board 
incurred  costs  as  a  result  of  issuing  the  payroll  tax  bonds.    In 
addition,  the  board  issued  these  bonds  at  a  discount.   GAAP 
require  the  cost  of  issuance  and  the  bond  discount  to  be 
expensed  over  the  life  of  the  bonds.   The  final  bond  payment  is 
due  in  the  year  2020  which  is  29  years  after  issuance.   In 
determining  the  amount  of  cost  of  issuance  and  discount  expense 
to  record  each  year,  board  personnel  used  a  16  year  life  rather 
than  the  29  year  life  of  the  bond  issue.   This  caused  under- 
statements in  unamortized  bond  issue  costs  and  discount  on 
bonds  payable  of  $1 17,055,  and  $60,664,  respectively,  as  of 
June  30,  1992.   In  addition,  expenses  are  overstated  by  $177,719, 
in  fiscal  year  1991-92.   Board  personnel  agreed  that  29  years  is 
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the  proper  time  period  to  use  in  determining  both  the  yearly  cost 
of  issue  and  discount  expenses  and  stated  they  used  the  wrong 
number  of  years  by  mistake. 


The  instances  of  errors  described  above  point  out  the  need  for 
board  accounting  personnel  to  use  more  care  when  recording 
accounting  transactions  on  the  state's  accounting  system  in  order 
to  ensure  the  activity  is  recorded  properly.   A  more  thorough 
review  of  transactions  prior  to  processing  could  also  help 
alleviate  some  of  these  errors. 


Recommendation  #2 

We  recommend  the  board  record  bond  transactions  in 
accordance  with  generally  accepted  accounting  principles. 


Error  Correction  on  the 
Portfolio  Management 
System 


The  board  uses  an  accounting  and  portfolio  computer  system  to 
record  its  financial  transactions.   The  system,  known  as  the 
portfolio  management  system  (PMS),  was  purchased  from  a 
private  vendor  in  fiscal  year  1988-89.  The  system  software 
package  as  purchased  from  the  vendor  is  used  to  record  security 
transactions  for  the  All  Other  Fund  (AOF)  activity.  The  board 
contracted  with  the  vendor  to  design  additional  systems  to 
account  for  the  STIP  and  MontComp  Investment  Pools. 


During  the  audit  we  noted  instances  where  board  personnel 
adjusted  security  transactions  recorded  on  PMS  in  an  effort  to 
correct  errors  in  previous  investment  transactions.   The  ability  to 
make  adjustments  is  an  important  feature  of  any  system. 
Adjustments  can  affect  investment  income,  the  asset  value  of  the 
security,  premiums  or  discounts  on  the  security,  and  the  distri- 
butions of  earnings  to  STIP  or  MontComp  participants.    For 
example,  we  noted  a  series  of  adjustments  made  to  the 
MontComp  portfolio  which  caused  a  $6,300  underdistribution  of 
MontComp  earnings  to  participants.   Board  personnel  attempted 
to  correct  the  error  four  times  and  are  still  in  the  process  of 
adjusting  the  MontComp  financial  records.   Board  personnel 
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stated  STIP  or  MontComp  portfolio  errors  are  difficult  to  correct 
because  the  system  is  not  designed  to  allow  for  correction  of 
certain  errors,  such  as  changes  to  cash  dividends.  To  eliminate 
the  risk  of  improper  adjustments  made  to  the  system,  the  board 
should  work  with  the  PMS  vendor  and  request  software  modifi- 
cations to  allow  for  correction  of  STIP  and  MontComp  errors. 

We  also  noted  transaction  errors  related  to  AOF,  the  long-term 
portfolio.   During  May  1992,  the  board  received  a  software 
enhancement  that  allows  the  board  to  correct  errors  in  security 
transactions  related  to  AOF.   Board  personnel  indicated  the 
system  enhancement  function  does  not  always  correct  the  error 
as  intended.   Board  personnel  contacted  the  vendor  and  are 
attempting  to  correct  the  errors. 

The  majority  of  errors  are  identified  by  board  personnel  as  part 
of  their  monthly  reconciliations  between  PMS  and  the  state's 
accounting  system.   However,  if  these  errors  were  corrected 
when  initially  detected,  the  board  could  reduce  the  time  needed 
to  perform  subsequent  monthly  reconciliations.   Board  personnel 
should  continue  to  work  with  the  software  vendor  to  enhance  the 
error  correction  features  in  the  PMS  system  software. 


Recommendation  #3 

We  recommend  the  board  work  with  the  software  vendor  to 
ensure  the  PMS  software  allows  for  timely  error  correc- 
tions. 
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Summary  of  Independent  Auditor's  Reports 


Summary  of  Indepen-  The  Independent  Auditor's  reports  issued  on  All  Other  Funds, 

dent  Auditor's  Reports  Short-Term  Investment  Pool,  Montana  Common  Stock  Pool,  and 

the  Enterprise  Funds  are  intended  to  convey  to  the  reader  of  the 
financial  statements  the  degree  of  reliance  which  can  be  placed 
on  the  amounts  presented.   The  reader  may  rely  on  the  fairness 
of  the  amounts  presented  on  the  statements  listed  in  paragraph 
one  of  each  of  the  auditor's  opinions  on  pages  A-5,  A- 17,  A-29, 
and  A-43  when  analyzing  the  Board  of  Investments'  activities. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^ttitt  itf  tkt  ^t^hlnii'txt:  ^nhiix^x 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EOP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Investments  Managed  for  the  state  of 
Montana  Board  of  Investments,  All  Other  Funds,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Investment  Income  and  Statement  of  Changes  in  Investments  Managed  for  the  two 
fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board  of 
Investments'  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  investments  managed  by  the  state  of  Montana  Board  of  Investments,  All  Other 
Funds,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  changes  in  its  investments 
managed  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted  accounting 
principles. 

As  discussed  in  note  5  to  the  financial  statements,  the  board  changed  its  method  of 
reporting  investments  from  book  value  to  current  market  value  on  the  statement  of  investment 
managed.  The  board  now  reports  book  value  parenthetically  on  the  statement.  The  1991  financial 
statements  have  been  restated  to  reflect  this  change. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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SDOE  OF  MMMCV  BQfiRD  OF  INVESDMIIS 
AUj  OmSi  FOES 

snas^ajT  of  iNVESiwans  manmsd 

JIJNE  30,    1992  M©  1S91 


1992 


Investments  nanaged  at  current  value 
(book  value  of  $2 , 485 , 822 , 143 
in  1992  and  $2,309,002,200  in  1991) 
(Notes  2,  5  and  7) 

Interest  receivable  (Note  5) 

Loans  receivable  (Notes  2  and  5) 

l&irealized  gain 

Net  unamortized  deferred  losses  en 
bond  swaps  (Note  2) 

Total  investments  managed 


$2,623,048,014 
53,765,221 
47,479,968 
(137,225,871) 

5.998.323 


1991 


$2,334,224,419 
55,658,158 
38,649,655 
(25,222,219) 


10.786.848 


$2,593,065.655    $2,414,096,861 


SHOS  OF  MJinjiNR.  BOARD  OF  INVESB^BillS 
AUj  OISER.  FINDS 

S'llAltMaJT  OF  INVESIMQir  INCOME 

FCR  THE  FISCT^  YEARS  HJDHD 

JUNE  30,    1992  AND  1991 


Income: 

Investment  inccme  (Note  5) 
Realized  gain  on  sales 
Amortization/accretian 
Net  amortization  of  deferred  gains 
en  bond  swaps  (Note  2) 

Total  inccne 

Expenses: 

Administrative  expenses  (Note  5) 
Net  amortization  of  deferred 
losses  on  bond  swaps  (Note  2) 

Total  expenses 

Net  investment  income 


1992 


$229,326,647 

19,056,848 

3,068,839 

211.005 

251,663,339 


The  acccnpar^ong  notes  are  an  integral  part 
of  these  financial  statements. 


1991 


$219,416,586 
9,472,730 
3,232,948 


0 


232,122,264 


636,903 

554,794 

0 

1.645.926 

636.903 

2.200.720 

$251,026,436 

$229,921,544 
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smm  OF  MKiMja.  board  of  nwESiMons 

AUi  OmSi  FTIC6 

NCnES  TO  FINANCIAL  STKIB'^nS 
JUNE  30,    1992  AND  1991 


1.  HISICRY  fflC  CRGANIZKrrCN 

The  Board  was  created  by  an  act  of  the  Legislature  as  the  sole 
authority  to  invest  and  manage  state  funds  in  accordance  with  the  laws 
and  Constitution  of  the  state  of  Mantana.  The  investitents  and  incate 
theref  rem  are  owned  by  various  state  of  Montana  agencies  and  irianaged  on 
their  behalf  by  the  Board. 

The  Board  operates  under  the  "prudent  expert  principle, " 
diversifying  holdings  of  each  fund  to  minimize  risk  of  loss  and 
maximize  rate  of  return. 

2.  SCMftRY  OF  SJaHFlCPNT  AXDONTING  PQLrCIES 

Investments  are  presented  in  the  Statement  of  Investnents  IVfenaged 
at  current  value.  Book  value,  parenthetically  disclosed,  represents 
the  original  cost  adjusted  for  discount  and  premium  airortization  where 
applicable.  Premiums  and  discounts  are  amortized  using  the  straight - 
line  method  over  the  life  of  the  securities.  Discounts  associated  with 
zero  coupon  securities  are  amortized  using  an  interest  itethod.  An 
average  life  of  eight  years  is  used  for  amortization  of  mortgage 
discounts . 

Current  values  for  publicly  traded  securities  are  determined 
primarily  by  reference  to  market  prices  supplied  to  the  Board  by 
various  brokerage  houses  and  pricing  services.  The  investnEnts  managed 
relate  principally  to  investments  which  will  be  held  or  otherwise 
disposed  of  at  no  significant  loss  to  the  fund. 

BcDd  Swaps 

Bond  swaps  involve  trading  one  security  for  another  security 
having  the  same  par  value  for  the  purpose  of  enhancing  portfolio 
content  and/or  yield.  For  pension  funds,  the  Board  defers  gains  and 
losses  resulting  frcm  bond  swaps  and  amortizes  such  gains  and  losses 
over  the  shorter  of  the  remaining  life  of  either  the  bends  sold  or  the 
replacanent  bonds  purchased.  As  shown  in  the  accompanying  financial 
statements  the  accurtulated  net  unanortized  deferred  loss  on  bond  swaps 
was  $5,998,323  at  June  30,  1992  and  $10,786,848  at  June  30,  1991.  The 
net  amortization  of  the  deferred  gains/losses  on  bond  swaps  for  June 
30,  1992  was  $211,005  and  for  June  30,  1991  was  $1,645,926 
respectively. 

Icfjns  Reoeivable 

The  loans  receivable  represent  ccnmercial  loans  frtm  the 
Permanent  Coal  T^x  Trust  Fund,  formerly  the  Montana  In-State  Investrrent 
Fund.  Uncollectible  account  balances  of  $364,798  were  written  off  in 
fiscal  year  1991-1992. 
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3.   SHJURiTlES  LHCING 

The  Board  has  an  agreement  with  The  Chase  ISfenhattan  Bank  (Chase) 
viiereby  Chase  would  loan  to  other  entities  securities  managed  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  most  maintain  collateral  equal  to  102  percent 
of  the  market  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Included  in 
income  in  the  accotpanying  financial  statements  is  $374,286  for  fiscal 
year  1992  and  $353,611  for  fiscal  year  1991  of  incoie  from  securities 
lending  activities.  At  June  30,  1992,  and  1991,  $222,431,203  and 
$190,860,408  respectively,  of  securities  incliided  in  these  financial 
statements  had  been  loaned  by  Chase  to  other  entities. 

4.      cdMj  tpx.  loan  GdMrD^ns 

The  Board  makes  firm  caimitments  to  fund  loans  frcm  the  Permanent 
Coal  T^x  Trust  Fund.  These  camdtments  have  expiration  dates  and  may 
be  extended  according  to  the  Board's  Administrative  Rules.  As  of  June 
30,  1992  and  1991,  the  Board  committed  to  purchase  loans  from  Montana 
lenders  totaling  $11,790,640  and  $5,249,300,  respectively. 

5.   KKb'iV^S^NIS 

PRTTTHnpnt  Ccal  T^x  Tnist  Rnxl 

Effective  July  1,  1991,  the  Nan- Expendable  Trust  Fund  known  as  the 
Montana  In-State  Investment  Fund  and  Loan  Loss  Reserve  Fund  were 
eliminated  per  Chapter  589,  Laws  of  1991.  This  bill  allows  the  Board 
to  invest  up  to  25  percent  of  the  Permanent  Coal  T^x  Trust  Fund  in  the 
Montana  econany. 

Becai:ise  of  the  statutory  change,  the  Nan- Expendable  Trust  Fund  activity 
is  now  reported  in  the  All  Other  Funds  financial  statarents.  For 
cotparative  purposes,  the  June  30,  1991  financial  statements  have  been 
restated  to  reflect  Permanent  Coal  T^x  loan  receivables  of  $38,649,655, 
interest  receivable  of  $447,831,  investments  of  $1,558,101,  investnent 
incatie  of  $3,457,423  and  administrative  expenses  of  $63,854. 

Other  IiivestiiEnts 

Prior  to  July  1,  1991,  land  and  buildings,  not  under  direct  control  of 
the  Board,  were  included  in  the  Investments  Nbnaged  in  the  accaipanying 
financial  statonents. 

Due  to  the  inmateriality  of  these  assets  and  the  separate  financial 
reporting  by  the  aidministering  agencies,  these  assets  have  been  omitted 
from  the  Board's  financial  statstients  for  June  30,  1992  and  1991.  The 
June  30,  1991  financial  statonents  have  been  restated  to  reflect  the 
omission  of  land  and  buildings  totaling  $231,404  and  net  rental  incote 
of  $10,032. 
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Investmeats  P&Daged  at  CXirxml.  AfeLLue 

The  investinents  managed  at  book  value  as  of  June  30,  1991  have  been 
restated  fron  a  book  value  of  $2,307,675,503  to  a  current  value  of 
$2,332,897,722.  This  restatement  results  in  reporting  an  unrealized 
gain  of  $25,222,219  as  of  June  30,  1991. 

6.  INVESIMWr  I£BS   CCNnMSJCY 

In  January  1992,  the  Board  received  notice  of  a  bond  defavilt  effective 
January  l,  1992  en  the  El  Paso  Electric  Lease  Obligation,  10.75%, 
maturing  ^ril  1,  2013.  At  book  value,  the  Board's  investment  on  June 
30,  1992  amounted  to  $14,000,000.  The  Board  discontinued  accruing 
inccme  on  this  security  effective  October  1,  1991.  The  loss  associated 
with  this  contingency  is  classified  as  reasonably  possible.  In 
SepteniDer  1992,  $9,000,000  of  this  security  vas  sold,  at  book  value, 
incurring  a  loss  of  $2,918,750. 

7.  GOMnii^n' 

On  August  20,  1992,  the  Board  comiitted  to  purchase  State  of  Montana 
Warrants  registered  against  the  General  Fund.  This  conmitinent 
represents  a  credit  enhancement  in  achieving  a  favorable  interest  rate 
and  rating  en  the  Series  1992  T^x  and  Revenue  Anticipation  Notes 
(TKANS) .  In  making  this  corndtiTient,  the  Board  received  a  coimitnient 
fee  of  $203,400  on  October  1,  1992. 

The  Board,  Department  of  Administration,  and  the  Board  of  Examiners 
signed  the  Vferrant  Purchase  Agreement  on  October  1,  1992. 

8.    TItflW/KSrr  RBCEIV2VBI£ 

Effective  July  1,  1990,  Board  management  changed  its  internal 
procedures  in  recording  purchased  interest.  This  change  is  consistent 
with  the  recording  of  purchased  interest  by  the  Board's  internal 
portfolio  managanent  system. 

Prior  to  July  1,  1990,  purchased  interest  was  recorded  in  a  separate 
control  account  on  SBAS.  Because  the  Board's  internal  system  includes 
purchased  interest  with  the  interest  receivable.  Board  personnel 
discontinued  recording  purchased  interest  separately  on  SBAS. 
Purchased  interest  was  coriDined  with  the  interest  receivable  control 
account  on  SBAS  for  fiscal  year  1991. 

The  June  30,  1990  interest  receivable,  per  the  Statement  of  Investments 
tfenaged,  was  restated  from  $57,200,781  to  $58,836,595  to  include  the 
June  30,  1990  interest  purchased  receivable  of  $1,635,814.  The 
Statement  of  Changes  in  Investments  I^naged  reflects  the  change 
described  above  by  reporting  no  purchased  interest  for  fiscal  year  1991 
and  the  collection  of  the  June  30,  1990  purchased  interest  in  fiscal 
year  1991. 
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9.    TNVESn^tlT  RISK  CmB3DRXB5 

State  of  Montana  investments  are  categorized  to  give  an  indication  of 
the  level  of  risk  assumed  at  June  30,  1992  and  June  30,  1991. 
Category  1  includes  investments  that  are  insured  or  registered  or 
securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
naine.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparts  trust  department  or  agent  in  the  Board's 
name. 

Long-term  investments  are  carried  at  book  value  and  short-term 
investments  are  carried  at  original  cost. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^ffxtt  ixt  tlt:e  ^t^hinitixt  ^uhiixxx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
FinanclalCompliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana 
Board  of  Investments,  Short-Term  Investment  Pool,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution 
for  the  two  fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board 
of  Investments'  management.  Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  net  asset  value  of  the  state  of  Montana  Board  of  Investments,  Short-Term  Investment 
Pool,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  distributions  and  changes  in  its 
net  asset  value  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted  accounting 
principles. 

As  discussed  in  note  5  to  the  financial  statements,  the  board  changed  its  method  of  report- 
ing investments  from  amortized  cost  to  market  value  on  the  Statement  of  Net  Asset  Value.  The 
board  now  reports  amortized  cost  parenthetically  on  the  statement.   The  1991  financial  statements 
have  been  restated  to  reflect  this  change. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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SnSE  OF  MKffiNA  BOARD  OF  INVESD^WIS 
SffKT-TERM  INVESIMaJT  POOL 

SmiEMa^  OF  NET  ASSET  VADUE 
JUNE  30,    1992  AND  1591 


1992 


1991 


Assets 

Cash 

Interest  receivable 

Investitents  neraged  at  market 
value   (amortized  cost 
of  $782,444,616  in  1992  and 
$780,325,773  in  1991) 

Total  assets 

T.-iah>i1-iti.«^a 

Mvances 

Accounts  payable 
Income  due  participants 
Unrealized  gain 
Due  to  other  funds 

Total  liabilities 

Net  asset  value 


UxLts  outstanding 
Unit  value 


5,876 
948,512 


782.880.292 
783,834,680 


$  2,023,834 
2,061,951 


780.683.222 
784,769,007 


332,100 
564,979 
315,831 
435,676 
1.513.094 

510,272 

5,757,897 

3,889 

357,449 

3.161.680 

6.629.507 

$780,673,000 

7,806,730 
$100 

$778,139,500 

7,781,395 
$100 

The  accotpanying  notes  are  an  integral  part 
of  these  financial  statanents. 
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SnaS  OF  MKKNA  BOARD  OF  INVESU®«S 
SHSO'-IKEM  INVESIMHJr  POOL 

SmaHMJT  OF  CHANGES  IN  NET  ASSET  VMJDE 

FCR  THE  FISC3VL  YEARS  ENDHD 

JUNE  30,    1992  aixi  1991 


1992  1991 

Net  asset  value,  beginning  of  year    $  778,139,500  $  660,085,900 
Value  of  units  purchased  by- 
participants                      3,418,537,900  2,542,229,400 
Value  of  units  sold  by  participants   (3.416.004,400)  (2.424.175.800) 

Net  asset  value,  end  of  year        $  780,673,000  $  778,139.500 


SnaS  OF  MKBVNA.  BOARD  OF  INVESU^WIS 

SHKT-TEEM  INVESIMOn'  POOL 

si3as®»r  OF  iNVESiMaw  incoe  mo  DisiRiBcrrrcN 

FCR  TEE   FISaVL  YEARS  HCHD 
JCNE  30,  1992  AND  1991 


1992  1991 

Investment  income  $41,152,381  $53,731,820 

Administrative  expenses  (497,594)  (412,654) 

Income  purchased  by  participants  6,452,632  7,249,373 
IncoTE  due  participants, 

beginning  of  year  3.889  (35.670) 

Income  available  for  distribution  47,111,308  60,532,869 

Inccme  distribution  on  units  sold  7,390,974  7,216,108 

Distribution  39.404.503  53.312.872 

Total  distribution  46.795,477  60.528.980 

Incane  due  participants,  end  of  year  $   315.831  $    3,889 


The  acccnpanying  notes  are  an  integral  part 
of  these  financial  statanents. 
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snas  OF  vannNR.  board  of  iNVBSiMans 

SHKT-IERM  INVESIMaJT  PCXX 

NCnES  ID  FINANCIAL  sianscNis 

JIHE  30,    1992  AND  1991 


1.  EISTCKf  MC  aJGRNrHOTCN 

The  Board  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  state  of  Montana's  investment  funds  on  a  centralized  basis. 

The  purpose  of  the  Short-Tteim  Investment  Pool  (STTP)  is  to  obtain 
the  highest  possible  return,  yet  maintain  a  highly  liquid  position 
v^iereby  funds  may  be  invested  for  relatively  short  periods,  one  day  or 
rtore,  depending  upon  the  participant's  anticipated  use  of  the  funds. 
The  investments  and  the  inccme  f  rem  STTP  are  owned  by  the  participants 
as  they  purchase  units  and  are  managed  on  their  behalf  by  the  Board. 

2.  SCM«RY  OF  SnSnFlCPNT  fillXKL'lIG  POLTCIES 

The  STIP  unit  value  is  fixed  at  $100.  The  total  price  to  buy  or 
sell  a  unit  is  $100  plus  inccme  accrued  per  unit  since  the  last 
distribution.  The  STTP  distribution  is  deteimined  as  of  the  last 
calendar  day  of  each  month.  Participants  have  the  option  of  having  the 
income  automatically  reinvested  in  additional  units. 

A  unit  purchased  by  a  participant  begins  accruing  income  on  the 
day  it  is  purchased  and  ceases  to  accrue  income  on  the  day  before  the 
unit  is  sold.  Participants  v*io  sell  units  between  distribution  dates 
receive  the  respective  investment  income  in  the  total  price  of  the  unit 
on  the  date  of  sale. 

Administrative  expenses  incurred  by  the  Board  are  charged  to  STTP 
daily  based  on  the  Board's  expenses  applicable  to  STTP. 

The  STTP  investment  portfolio  consists  of  securities  with  a 
maxirtum  maturity  of  397  days  or  less.  The  portfolio  is  carried  at 
amortized  cost  or  book  value. 

3.  SBCHRmES  LBNDINS 

The  Board  has  an  agreatient  with  The  Chase  IVbnhattan  Bank  (Chase) 
whereby  Chase  would  loan  to  other  entities  securities  managed  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  loist  maintain  collateral  equal  to  102  percent 
of  the  maitet  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Security  lending 
incotre  totaled  $40,263  for  the  year  ended  June  30,  1992  and  $62,388 
for  the  year  ended  June  30,  1991.  At  June  30,  1992  and  June  30,  1991, 
respectively,  $9,879,524  and  $9,724,162  in  securities  were  loaned  by 
Chase  to  other  entities. 
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4.    INVESIJENr  RISK  CKIH3QRIES 

State  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1992  and  June  30, 
1991.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 

June  30,  1992 


Investment  Type 

category  1 

$371,066,501 
154,637,698 
114,901,305 

2,000,000 
53,364,588 
76,595.000 

$772,565,092 

category  2 

$                   0 
0 
0 

0 

9,879,524 
0 

Carrying 
Amount 

IVhTicet 
Value 

E&Tkers '   7\cceptances 
Ccirtnercial  P^jer 
Corporate  Obligations 
Mjntana  Certificates 

of  Deposits 
Govexiiiient  Securities 
Repurchase  Agreements 

$371,066,501 
154,637,698 
114,901,305 

2,000,000 

63,244,112 
76,595,000 

$782,444,616 

$371,153,980 
154,658,702 
114,906,710 

2,000,000 

63,565,900 
76.595.000 

$9, 

,879, 

524* 

$782,880,292 

Jime  30,  1991 


carrying 

lyarket 

Investment  Type 

Category  1 
$371,953,243 

category 
$ 

'  2 
0 

Anount 

Value 

Bankers'  Acceptances 

$371,953,243 

$371,971,843 

Caii:ercial  Pa^jer 

178,919,940 

0 

178,919,940 

178,911,430 

Corporate  Obligations 

90,370,817 

0 

90,370,817 

90,628,149 

Montana  Certificates 

of  Deposits 

1,000,000 

0 

1,000,000 

1,000,000 

GoveiiiieiiL  SecuilLies 

58,597,611 

9, 

,724, 

162 

68,321,773 

68,411,800 

Repurchase  Agreonents 

69,760,000 

- 

0 

69,760,000 

69,760.000 

$770,601,611 

$, 

9, 

,724, 

162** 

$780,325,773 

$780,683,222 

*  At  June  30,  1992,  these  securities  with  a  market  value  of 
$9,916,200  were  loaned  under  a  security  lending  agreement  with 
the  state's  agent. 

**  At  June  30,  1991,  these  securities  with  a  market  value  of 
$9,750,350  were  loaned  under  a  security  lending  agreanent  with 
the  state's  agent. 
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5.  RESDOSOnS 

The  STTP  investments  managed  at  amortized  cost  as  of  June  30,  1991 
have  been  restated  fron  an  amortized  cost  of  $780,325,773  to  a  iraxket 
value  of  $780,683,222.  This  restatanent  results  in  reporting  an 
unrealized  gain  of  $357,449  as  of  June  30,  1991. 

6.  YEAR  aO  WaXTKHJO 

The  June  30,  1992  STTP  portfolio  is  included  cm  the  following 
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\.Mr    Km)    I'.irl  f(.l  III  Kf-piirt    .is  i.f    (.    (0/02 

siiDKr  TERM  iNVR^nwjJT  pcnt,    (f)5ni7n4l) 


5,11011 

5,0011 

5,noo, 

3,114, 

5,000, 

5,ono, 

4,000, 

l.f.llO, 

5,74'l, 

5,000, 

4,000, 

5.000, 

5,500, 

10,000, 

5,000, 

5,000, 

4,001), 

10,000 

5,000, 

5,000 

5,000, 

5,500, 

5,000, 

5,noo, 

5,000, 

5,500, 

5,500, 

5,000, 

5,000, 

5,000, 

5,000, 

5,000, 

5,000, 

2,600 

5,000 

6,000 

5,000 

5,000 

5,000 

5,000 

5,100, 

4,600, 

5 , 300 , 

4,000, 

5,000, 

5,240, 

'"l.dOII, 

4,001), 

243,901, 

5,f)on, 

/tin 

Is 

TsKii'^r 

('fiujjrin 

Maturity 

Book  Val 

lie 

000 

00 

AMiniCAN    rXPRESS    RWK 

i.Tn 

disrniin 

t          08/27/1992 

4 

969 

679. 

13 

01)0 

00 

AMI  1!  I  TAN    EXPRESS   UANK 

i.ni 

(i  1  SOI  >i  11 1 

t          08/26/1992 

4 

970 

211 

08 

000 

00 

AM)  T^  I  CAN    EXPRESS   BANK 

NY 

discfiiin 

r           oq/lfl/1992 

4 

957 

756 

93 

of.n 

so 

riliST   NATIl')NAI,   BANK    BDSTliN 

discoiiii 

t           07/23/1992 

3 

106 

170. 

83 

000 

00 

FIRST  NATTONAI,  BANK   BOSTON 

di  scoiin 

f          08/19/1992 

4 

970 

191 

59 

000 

00 

URST  NATTONAl,  FWNK    mSTON 

di  scrnin 

1           08/24/1992 

4 

967 

149. 

91 

000 

00 

FIRST  NATIONAL  IWNK  OF   BOSTON 

dl  scnilii 

1           09/01/1992 

3 

969 

482 

07 

1)00 

00 

1  IliST   NAII.   IIANK   OI'   IKISHM   M\ 

di  Wfnin 

07/06/1992 

3 

597 

025 

00 

■"14! 

50 

hriiST   NAIIONAI,   11ANK    UlS-ltlN 

1  i  1  sri  mil 

1           07/20/1992 

5 

737 

191 

21 

000 

00 

FIRST   NATIONAL   IV\NK    BOS'ITIN 

di  sr-oiin 

1           08/24/1992 

4 

969 

774 

91 

0011 

00 

BANK   AMJlRICA 

d  isrriiiii 

1           08/04 '1992 

3 

985 

871 

13 

000 

00 

niASF  MANIlA-j-IAN   HANK    NY 

dl  sr-tiiin 

07/14/1992 

4 

992 

795 

85 

000 

00 

niASE  MANIIAITAN   UANK   NY 

dl  scmiii 

1          09/29/1992 

5 

446 

374 

8R 

000 

00 

CHASE  MANIIATIAN   BANK    NY 

disf'rjiin 

1           07/22/1992 

9 

977 

833 

35 

000 

00 

niASE   MAI^IATIAN   BANK   NY 

di  srrfiiiii 

1           08/17/1992 

4 

975 

194 

51 

000 

00 

(-IIASE  MANIIATIAN   BANK    NY 

di  srniiii 

1           08/26/1992 

4 

970 

444 

51 

000 

00 

(1IASF  MANllATPAN   BANK   NY 

d  1  si  ■(  11 II 1 

1           07'24/1992 

3 

990 

161 

15 

000 

oil 

niASI'   MANIIAFI'AN   HANK    NY 

d  1  St 'r  Hill 

1           1)7/15/1992 

9 

985 

027 

77 

000 

01) 

CI  11  HANK   NY 

d  1  s<->iiin 

1           07/09/1992 

4 

995 

400 

00 

000 

00 

CITIBANK   NY 

dl  si~oiin 

1           07/07/1992 

4 

996 

550 

00 

000 

00 

CITIHANK   NY 

dl  S'-iiiiii 

1           07/02/1992 

4 

999 

419 

45 

000 

00 

CITIBANK   NY 

d  i  SCI  II II 

1           07    20/1992 

5 

488 

882 

41 

000 

00 

CITIBANK    NY 

d  1  Wr^llI 

1            110/04/1992 

4 

981 

913 

87 

ono 

00 

CITIBANK    NY 

dl  wi  mil 

1           08/13/1992 

4 

977 

126 

37 

000 

00 

CITtaWK   NY 

d  1  SI -I  mil 

1           07/27/1992 

4 

985 

916 

71 

000 

00 

(riNITNFNTAI,   HANK    nWCMl^ 

ill  SI  imi 

1           09/08/1992 

5 

459 

941 

70 

000 

00 

fTlNTINi:NTAI.  HANK    CHirAno 

d  isi^oiin 

1            10/08/1992 

5 

440 

256 

21 

000 

00 

O^WI'INFNTAI.   H^N^;    I A 

dl  sii  mil 

1            09/03 '1992 

4 

965 

3  33 

38 

000 

00 

FIRST  BANK  MPI.S  MN 

dl  sfimii 

1           08/25/1992 

4 

967 

534 

88 

000 

00 

FIRST   HANK   MPI.S  MN 

di  Sft  iiiii 

1            10/20    1992 

4 

938 

795 

91 

000 

00 

FIRST    INTFRSTATI-    HANK 

CA 

d  1  si"i  mi 

1           08/ 12/ 1992 

4 

975 

616 

69 

000 

00 

MANlIFACrilRERS   HANOVER 

NY 

d  1  srfmii 

t           07/14/1992 

4 

992 

777 

78 

000 

00 

MANHFACTIIRIlRS   IIANOVI-.'R 

NY 

di  sfiiiiii 

1           07    21    1992 

4 

988 

555 

50 

000 

00 

MANIIFAnilRFRS   llANOVni 

NY 

dl  Strom 

1           07/02/1992 

2 

599 

696 

66 

000 

00 

MANIIFAmiRniS   HANnVKI! 

NY 

dlsr-<->iii 

1            07 '31 /I  992 

4 

982 

666 

75 

000 

00 

^^^NIIFAfTlIRFRS   HANOVFR 

NY 

d  1  sr-diii 

1            07.14    1992 

5 

991 

073 

35 

000 

00 

MANUFACTURERS   HANOVER 

NY 

d  I  soil  11 

1            08    18 '1992 

4 

970 

799 

92 

000 

00 

MANIII  ACTIIRFRS    HANOVFR 

NY 

d  1  SCI  mi 

1             119    28    1992 

4 

950 

555 

61 

000 

00 

MANHFArilHUTiS   IIANOVIK 

NY 

d  1  SCI  mi 

1            11') '02    1992 

4 

966 

312 

42 

000 

00 

MANDFArnini-Rs  iianovi:r 

NY 

dl  set  mi 

1             10/13/1992 

4 

943 

666 

79 

000 

00 

MANIirArrilRt^RS   HANOVhJR 

NY 

dl  scimn 

1           II) '26    1992 

5 

037 

014 

94 

000 

00 

MANllFAmiRFKS   HANOVIl? 

NY 

di  scf  mi 

1            10/09/1992 

4 

550 

166 

hi) 

000 

00 

MANUFACTURERS   HANflVl.'R 

NY 

d  1  see  )i  II 

1           10/14'1992 

5 

239 

712 

56 

000 

00 

MEFION    BANK    PA 

d  i  scoi  11 1 

t           07/13/1992 

3 

994 

199 

98 

000 

00 

NORWF-ST   BANK   MPKS 

discotin 

1           07/13/1992 

4 

993 

666 

70 

135 

00 

PHllAnEFPHTA   NATTONAI, 

HANK 

d  1  snoi  II 1 

t           09/15/1992 

5 

192 

566 

22 

noo 

III) 

J^'I'NSK'V    MANHI.I-.'IHANKIM 

NY 

d  1  sc(  mi  1 

1            07/30/1992 

5 

501 

955 

47 

1)00 

DO 

IIS   NA'IIONAI,   HANK    OI'   WASH)  M  ?IT)Ncl  i  w<mim 

1            07/27/1992 

3 

987 

780 

00 

.14 
.00 
.00 


Hiikr-I     Valll^' 


150.00 

700.(111 

650.00 

906. 

350. 

750. 

040.00 

128.00 

099.01 

750.00 

760.00 

200.011 

190.011 

000.00 

400.00 

700.00 

3fiO.OIl 

300.01) 

800.011 

850.00 

500.00 

055.00 

200.00 

500.00 

400.00 

235.00 

965.00 

500.110 

200.00 

900.00 

000.00 

200.00 

550.00 

740.00 

300.00 

840.00 

850.0(1 

400.0(1 

000.00 

550.00 

525.00 

838.00 

700.00 

960.00 

700.00 

423.53 

076.1)0 

120.00 


745.00     Subt-otal    for  DCMESTIC  HA      {BAD    ) 


5,000,000.00      RANK    or   TOKYO   I A 


dl  scoiin) 


07/14/1992 


242,674,990.64 


4,992,958.35 


24 


970, 

970, 

058, 

106, 

974, 

971, 

974, 

508, 

7  18, 

971, 

985, 

993, 

448, 

978, 

975, 

970, 

000, 

0)15, 

995, 

996, 

900, 

489, 

982, 

977, 

986, 

460, 

442, 

Ohr,, 

971  , 

041  , 

078, 

093, 

909, 

599, 

9114, 

001, 

074, 

05  3, 

067, 

045, 

037, 

55!  , 

241, 

994, 

993, 

190, 

5 

582, 

i 

0)19, 

-> 

739, 

4 

001, 

211.58 
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Vent    Knd    portfolio   Kf-pitl    ,iB   of    (.     lll/')l' 

Sin iicr  ii  MM  iNvi:si>iiT/r  Mxii.     (6'ifii7n4l) 


in,()()n,()n(i.ni)  iwnk  or  -itJKVd  ny 

S, (111(1, (Kin. 00  HAI     ICIII    KAN(»l   IIANK    NY 

■"i,  100,000.00  DAIWA    HANK    NY 

10,000,000.00  Mill    HANK   NY 

10,600,000.00  FII.II   BANK  NY 

10,000,000.00  nu[  bank  ny 

10,000,000.0(1  iNiu'srniAi.  hank  of  japan  ia 

4,^(10,000.  on  NDKlNtlKIKIN    lUNK    NY 

10,(100, 000. on  MHtlNCIIHKlN   IWNK    NY 

9,000,000.00  NOHlNfTICKlN   BANK   NY 

=>, 000,000.00  NriRINnillKIN  BANK   NY 

S, 000, 000. no  NOKINCIIIIKIN  IWNH   NY 

'),()no,ono.oo  nokincuhkin  iunk  ny 

10, 000, 000. on  SANWA   HANK   NY 

10,000,000.00  .qilMTTONO   BANK  NY 

s, 000, (100. no  s\'r:NF;KA  handfi .sbankkn 


I  .'(I, '100, 0(10.00      SiihlolHl     for-    lT)l(i:iON    HA       (IVAI-     ) 

S.non, 0(1(1. on      AMnMCAW   FXPRKSS  ("fTJTllIUAN  IW  4.f>70 

s, 00(1, (10(1. no    siii,ioi,4i   f..r  HANi;  Mm      (hkn-i) 


1,000,000.00      1ST  SFCdKITY   PANK   r,tvrNt;?TiriN 
1,000,000.00     VAI.r.KY   rWNK   PLFfrf^AfJE  t'TV 

J,noO,no0.on      Snhlol^l    for-  MiNTANA  rn      (cimd 


AHPFY   NATTONAI. 

H)i(i)  Mrnip  ciniiir  cum' 

(T^C 

nFNi.HAi,  rrriTMfs  (i^FnTT  corn^ 

ITT   FINANCIAL  cnop 
PRUDENTIAL  FUNDING  CORP 

RAUM-W  npcmiER."; 

SI II 'ARSON    1,I.1IMAN    PROS    IK)1J)IN<;S 
WmiWjRTll   CDRP 


(.S, 000, 000. 00      Sirlilol.il     forMrillUM  TIRM   Ntrii:       ((TTITJ) 


Coiiprjn 

Maturity 

Book  Va 

ijf 

rli  Rf^onnl 

oq/21/l<?92 

9 

911 

850 

on 

di  siToiinl 

on/28/1992 

4 

967 

375 

00 

(lisrnrint 

09/04/1992 

5 

063 

166 

77 

di  Sfriiirit 

07/15/1992 

9 

985 

183 

31 

<Hs<~oriiit 

07/08/1992 

10 

592 

002 

89 

rlisrrirint 

08/21/1992 

9 

944 

749 

97 

d  isforinl^ 

07/17/1992 

9 

983 

111 

12 

di  Krriirril 

08/04/1992 

4 

183 

935 

00 

diHi-orriil 

00/03/1992 

9 

962 

599 

95 

discoirnl 

08/31/1992 

8 

937 

170 

on 

disrniirit 

08/06/1992 

4 

979 

399 

90 

d  i  SI  -oi  in  1 

07/01/1992 

5 

000 

000 

no 

ili  s'-iiiriil 

lO/O'i/1992 

4 

948 

4nn 

no 

discf)iinl 

08/10/1992 

9 

956 

666 

62 

disronnt 

07/10/1992 

9 

990 

525 

03 

di  sr-oiinl 

07/1S/1992 

4 

992 

416 

69 

) 

12R 

Til 

510 

60 

4.f.70 

i:  'II.' 1992 

5 

001 

292 

60 

f) 

001 

2'12 

(.0 

3. 'ISO 

OH/07/1992 

1 

,nno 

nnn 

no 

I.Q'^O 

1 1  /09/I992 

1 

,000 

ono 

00 

10 

000 

000 

00 

5 

000 

00(1 

no 

5 

nno 

000 

00 

5 

000 

000 

00 

5 

000 

000 

00 

10 

nno 

ono 

00 

10 

000 

000 

on 

10 

ono 

(100 

00 

5 

000 

000 

.00 

4 

4(in 

05/28/1993 

5 

nno 

01/15/1993 

6 

ono 

09/17    1992 

5 

ono 

01/19'I993 

4 

550 

05/20/1993 

5 

100 

11/09/1992 

5 

800 

02/22/1993 

5 

ono 

04/23/1993 

4 

6(10 

01    25/1993 

5,0(1(1, 
5,000, 
5,026, 
5,029, 
5 , 1 08 , 
10,000, 
10,000, 

10, nno, 
10,  (ion, 

5,000, 
5,000, 
I.  (HI3, 


non.no 

000.(10 

000.00 

000.00 
000.00 
(100.00 
000.00 
000.00 
(100.00 

000. on 
non.nn 
ono. on 


AI.UMIN    IIINIIIW;  (lis-.-orjiil 

A1.KH1N    FHNDIM;  ny  disconnl 

Al.inMAN   RINDING  OORP  djscnijtit 

AI,UMAN   FUNDING  NY  disnonnt 

AI.UM.^N    HINniNG  dlKr-onnl 

ASSIT  Si;cllRn'I7,ATION  CHIP  (1)RP<llSf->irril 
A.SSin'  SFCHRITIZATION  CTTOP  OJRPdi scoiinl 
OOIJIFN  MANAGER  ACCF.PTANCI:  amPdisnoiinf 
PRI-MIIIM  RINDING  StKIES  A  92  discount 
PRIMIHM  FUNDING  .SERIES  A  discount 

PRI-MIHM  FUNDING  a)RP  RIRIES  A  disroiinl 
PRIMIHM   EHNDINC,   SnniS   A  dlRc<-)irril 


07/15/|')'lJ 
07/15/1992 
07/16/1992 
08/05/1992 
08/14/1992 
n7/l5/1992 
07/15/1992 
07/15/1992 
07/10/1992 
07/06/1992 
07/01/1992 
07/24/1992 


2,  0(1(1,000.0(1 


9,986, 
5,000, 
4,999, 
4,998, 

5,onn, 

10,000, 

10,000, 

10,000, 

5,000, 


674.26 

noo.nn 

488.66 
282.04 
000.00 
814.72 
000.00 
000.00 
000.00 


64, '185,  259. (.11 


'192, 
992, 
,017, 
,009, 
,083, 
,985, 
9,985, 
9,984, 
9,990, 
4,997, 
5,000, 
6,067, 


222.23 
513.85 
623.33 
931.71 
651.91 
105.57 
105.56 
833.31 
249.98 
305.57 
000.00 
610.01 


Mnrki't    Valup 


9 

014 

ino 

on 

4 

•mg 

650 

00 

5 

065 

269 

00 

9 

'IH5 

300 

oo 

10 

592 

262 

no 

9 

946 

600 

no 

9 

983 

200 

on 

4 

105 

048 

00 

9 

965 

400 

00 

8 

942 

490 

00 

4 

9B1 

150 

on 

5 

000 

000 

00 

4 

'149 

750 

on 

9 

958 

ion 

00 

9 

990 

600 

.00 

4 

992 

650 

00 

.'(1 

414 

7(.9 

(HI 

5 

onfl 

650 

on 

'.,11011,  (.'■.0.00 

I ,000,000.00 
I ,000,000.00 

?,  lion,  000. (HI 


994,500.00 
,017,050.00 
,014,250.00 


5,010,650.00 

4, 9q7, 250.00 

10,024,200.00 

10,075,100.00 

111,030,500.00 

5,003,600.00 


i.-->,  i(.7,  100. (Ill 


4,'i'l2. 

4,992! 

5,017, 

5,010, 

5,083, 

985, 

')85, 

985, 

9')0, 

997, 

ono, 

(l(.8. 


500.0(1 
500.00 
958.40 
191.54 
941.32 
000.00 
000.00 
000.00 
400.00 
350.00 

000.00 

035.82 
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Y.-.ii     l-ncl    I'.iilfi.li..   H.-ii.il     .)s   ..f    l>  W/n.' 

SIMIM 'll  KM    INVIKINI-NTI'    Mill.       (  riSfll  7(14  I  ) 

P.ii  'Sh^res/llni^s  Issuer                                                           roiipm  ^taturity  Rook  Value  HiTk^r    Value 

4,160,nnn.ni)  PRFMTHM   rinding  serifs   B              discount  n7/"l]/lP<)2  4,146,133.29  4, 146, 646. 4n 

III, Un4, (10(1. rid  s-IHAIT  TAI'ITAI.  iTKiP                          disfoiiiil  10,697,883.60  10,707,026.16 

9,076,000.00  STRATt-r;ir  ASSET  FIlNniNT,  OiRP     discount  8,949,389.80  f),  9S'i,6'i2.24 

ins, 166,000.(111  Subtotal    for  (TTWrRCIAI,   PAPHR   ASSET  BACKFTl      (CPAB)  104,899,5'i9.72  104,017,201.88 

S, 0(10, 000. 00  FIANPAI.  'nd   STATE  (TTRP                     riisconnt  07/l'S/1992  4,992,533.31  4,992,500.00 

'"1,110(1,000.(111  Siil>li>l.il     fiir  (^M^IFHCIAI,   PAPKK   n^lhVSTIC  (CPI)    )  4,992,533.31  4 , ')92, 500.00 

II), 000, 000. 00  IWN(i)  KSPIRJ'Hl  SANTO     NY               Hiscouiil  U/06/1992  9,860,266.77  9,861,300.00 

S, 00(1, (100. 00  ItiRIi  MriTiR  dlW  CANAliA                  (iisoiuiil  (17/15/1992  4,992,436.14  4,992,500.(10 

10,000,000.00  NiiRDHANKtTJ  t>JY                                        disconiil  07/15/1992  9,984,444.39  9,985,000.00 

10,000,000.00  NoRDflANKFN  NIXJTII  AMRdCA    INC      di.scoun(  07/29/1992  9,970,211.16  9,970,100.00 

5,000,000.00  NflRIHlANHhN   NOrrrH   AMiKirA                Hl<5r-oiint  09/24/1992  4,952,777.83  4,954,550.00 

5,000,000.00  SKANIHA    TNTFRNATI.   fAPITAl,   a  HiPd  i  Rroiii.t  07/28/1992  4,985,468.73  4,985,550.00 

4^, mill,  nun. nil  Siil.i..i   ,|    r..i    ittmi  kci  ai,  paith   I'lnin;-:      uti     i  44,  745,(i05.(i.'  44,  74'p,  iioil.nn 

5,000,000.00  FEnn(Al,   IKTME   U>AN    RK    OTSC   NDTlVi  i  Knniiiil  I15'13/199i  4,827,955.41  4,976,650.00 

5,111)0,01)0.00  KKDIHAl,  IUME   l/lAN    (lANIv    llNin'i:      (iis ml  II5/2M/I991  4,008,295.89  4,1118,400.(1(1 

5,0(10,000.00  FmrPAI.  NATKTNAL  ASSN   mgrrrFS     Hiwoiiiil  (14 '30/1991  4,827,879.26  4,(133,750.00 

l5,i)(io,onii.iiii  Siii.i..i.il    fin    (I-IM^RAI,  iKMi:  I  nAN  iiAr;i;     iiiiuni  1 4,4(>4, 1  io.5()  1 4,(.JH,no().(iii 

10,0(10,000.00  FKDKRAI,  NAII,  rtMtTriAnK  ASSof'        diR.i.nnl  09/30/1992  9,871,003.48  9,902,700.00 

5,000,000.00  FEOFRAI,  NATl,  MUnXiAGE  ASSN  UN  rlisoninl  01/29/1993  4,878,542.00  4,885,150.00 

5,000,000.00  FFnrJiAI,  NATL  M-)RTrAr,E  ASSN          liiBounl  02/26/1993  4,050,333.21  4,070,000.00 

5,000,000.00  FEURJAI,  NATI,  rtXnrACE  ASSN  I1N  rlis<-<nui(  03/11/1993  4,836,603.93  4,861,200.00 

5,000,000.(1(1  rnMIIAl.  NATI.  ^t)lnT•,A(;F  ASSN  l)fJ  iliwouiil  (H,I2/I99(  4,036,310.97  4,(160,650.00 

10,(100,000.0(1  H:i)l:l!AI.  NATI.  M)im»(;F  A.SSN  I)N  ilisioiinl  1)5/24/19')!  9,627,503.11  '),  f.41  ,  200.00 

40, 000, 00(1. 0(1  Suliti.l.il     f.M-    I  i:i)FI(AI,   NAT'l.  rfllCn;.    ASVN  (irj|>N)  '!ll,<!00,456.72  1'),  020 ,  900. 00 

5,000,000.00  IIANK   ()!     AMCHICA   S|-                                      5.0(17  04/01  'l')9l  5,018,767.31  4,036,050.00 

10, 000, 00(1. 0(1  CAUd)   Sll<ll-S   r-                                                4.1(11)  05/18/1993  10,000,000.00  10,000,000.00 

10,000,000.00  CAThHPIU.tR   FINANCE   FRI^                       4.11)  06/29/1993  10,000,000.00  10,000,000.00 

9,894,109.04  mMllISCT)  RE("EIV  TRUST    1 992   Al            3.965  05/15/1993  9,094,109.04  '1,094,109.04 

10,000,000.00  S^^I  TRUST  CERTIFICATES    1992   A           4.537  (n/19/|991  10,001,876.04  10 ,  000 ,000.00 

44,1)94,  10'). H4  Sn).)i.l^l     foi    llnAT)N<;   PA')'!     MrrE       ( )  KW)  1  44  , ')1  4  ,  753 .  I ')  44  ,  7  U),  9S').f)4 

10,000,000.00  US  TRFASdRY   HII,L                                   Hisrouiil  1)9/24/1992  9,079,524.29  9,916,200.00 

10,000,000.00  Subtotal    for  T-niI,I.S      (Tllll.)  9,079,524.29  9, ')1  fi,  200.00 

76,595,000.00  CITIIIANK      NY                                                            .000  76,595,000.00  7fi ,  595 ,  000 .00 

76,595,000.00  Subtotal    for  RFPf)      (RFP    )  76,595,000.00  76,595,000.00 

Tot.-il     for   SIlflliT  TFRM    INVFSTMKNT   pnni.       ((.5017041)  782  ,  444  ,  6  1  6  .  U  711 J  ,  (tllO  ,  292  .  30 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


Mfitt  icf  iht  ^t^isiniiixt  }^uhitxtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana 
Board  of  Investments,  Montana  Common  Stock  Pool,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distributions 
for  the  two  fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board 
of  Investments'  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  net  asset  value  of  the  state  of  Montana  Board  of  Investments,  Montana  Common 
Stock  Pool,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  distributions  and  changes 
in  its  net  asset  value  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted 
accounting  principles. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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STME  OF  MWBVNA.  BQRRD  OF  INVESD^NnS 

^a^3a^A  aMCN  sidck  pool 
smiB^saiir  of  net  asset  varuE 

JUNE  30,  1992  M©  1991 


1992  1991 


Assets 

Cash 

Due  f  rem  ot:her  funds 

Dividends  receivable 

Broker  receivable  for  securities 

sold  but  not  settled 
Interest  receivable 
Investments  itanaged  at  current  value 

(cost  of  $498,428,987  in  1992  and 

$352,581,226  in  1991) 

Total  assets 

Due  to  other  funds 
Inccme  due  participants 
Broker  payable  for  securities 
purchased  but  not  settled 

Total  liabilities 

Net  asset  value 

Units  outstanding 
Itait  value 


$    184,715 

51,517 

694,514 

$  1,247,761 

0 

1,082,478 

2,433,844 
971 

3,470,884 
402 

640.100.350 

482 . 063 . 775 

643,465,911 

487,865,300 

1,141,609 
973 

0 
403 

2.314,050 

7.793.816 

3.456.632 

7.794.219 

$640,009,279 

$480,071,081 

213,000 
3,005 

173,785 
2,762 

SmJS  OF  MWnVNA.  BC8VRD  OF  INVESIMHnS 
MKmNA.  OMCN  STOCK  POOL 

ST3aB®ir  OF  CHANCSS  IN  NET  ASSET  ^JRUJR 

JUNE  30,  1992  AND  1991 


1992  1991 


Net  asset  value,  beginning  of  year 
Value  of  units  purchased  by 

participants 
Value  of  units  sold  by  participants 
Changes  in  current  value  of 

investments  iranaged 

Net  asset  value,  end  of  year 


$480,071,081 

$370,076,898 

112,551,264 
0 

85,490,025 
0 

47,386,934 

24.504.158 

$640,009,279 

$480,071,081 

The  accotpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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SBOK  OF  MWmNA.  BQRRD  OF  INVESU^MIS 
MCNiaNA  COtKJtl  STOCK  POOL 

smra^ssiT  of  invesmbnt  inxmb  and  DisiRiBurrcNS 

JUNE  30,  1992  AND  1991 


1992 


1991 


Invesonent  income 
A±ninistrative  expenses 
Incotie  purchased  by  participants 
Inccme  due  participants, 
beginning  of  year 

Inccme  available  for  distribution 
Distribution  (Note  2) 


$17,465,152 
(335,783) 
136,565 

403 

17,266,337 

17.265,364 


Inccme  due  participants,  end  of  year   $_ 


973 


$17,472,033 
(288,425) 
16,190 

300.314 

17,500,112 
17.499.709 

$ 403 


The  accorpanying  notes  are  an  integral  part 
of  these  financial  statanents. 


A-32 


Smm  OF  MIIBWA.  BQRRD  OF  INVESU^HS 
MinaNA  CUMW  SIDCK  POOL 

NOTES  TO  FIMANCIAL  SlKIS^nS 
JUNE  30,    1992  AND  1991 

1.  HISICRYffliD  CBSANIZKEECII 

The  Board  was  created  by  an  act  of  the  Legislature  to  invest  and 
iranage  the  state  of  MDntana's  investment  funds  on  a  centralized  basis. 
The  Nbntana  Carman  Stock  Pool  (Mantccnp)  was  created  to  allow 
retiranent  and  endowment  funds  the  opportunity  to  participate  in  the 
equity  market  via  a  diversified  pool. 

MDntccnp  was  created  as  of  July  1,  1980  by  the  transfer  of  all 
ccrtTtion  stock  owned  by  the  Public  Eitployees'  Retiratient  Syston, 
Teachers'  Retirertent  Systan,  and  other  funds  into  MDntccnp. 

2.  SCM«RY  OF  SSSaFIdNT  ACEOCKmC  PQLrCIES 

The  Public  Employees'  Retirement  System  and  the  Teachers' 
Retiranent  System  transferred  virtually  all  stock  owned  into  Mantconp 
at  the  start-up  date  and  were  issued  units  according  to  the  market 
value  of  their  contribution,  retaining  their  original  total  cost  basis. 

The  initial  unit  value  as  of  July  1,  1980  was  $1,000.  Uiit  values 
thereafter  are  calculated  once  a  month  at  the  close  of  the  last 
business  day  of  the  month  based  upon  the  market  value  of  the  IVbntccnp 
equity  holdings  and  other  assets.  Based  on  the  investirent  officers' 
decision,  participants  may  then  biQ^  or  sell  units  on  the  first  business 
day  of  each  month. 

Depending  en  the  stock  market  conditions  and  the  investment 
officers'  analysis,  unit  values  may  be  calculated  during  the  month  to 
permit  participants  to  buy  or  sell  units  the  following  business  day. 

As  reported  in  the  Statement  of  Changes  in  Net  Asset  Value,  the 
value  of  units  purchased  by  participants  increased  frcm  $85.5  million 
to  $112.5  million  in  fiscal  year  1992.  This  increase  reflects  the 
investment  policy  change  to  increase  the  conmon  stock  investments  of 
the  retirement  funds. 
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3.  SHCORrnES  I^CIMS 

The  Board  has  an  agreanent  with  The  Chase  IVbnhattan  Bank  (Chase) 
to  loan  other  entities  securities  iranaged  by  the  Board.  During  the 
period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase 
most  maintain  collateral  equal  to  102  percent  of  the  market  value  of 
the  securities  loaned.  The  Board  retains  all  rights  and  risks  of 
ownership  during  the  loan  period.  Included  in  investment  incone  in  the 
accarpanying  financial  statements  is  $7,240  for  fiscal  year  1992  and 
$12,849  for  fiscal  year  1991  of  income  from  securities  lending 
activities.  At  fiscal  year-end  1992  approximately  $20,353,794  and  at 
fiscal  year-end  1991  apprcodiTHtely  $5,944,808  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 

4.  INVESlVGir  RISK  C3aH3CXaES 

State  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1992  and  June  30, 
1991.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 


Jm^  30,   1S92 

Investment  Type 

Category  1  , 

$463,107,793 
14.967.400 

$478,075,193 

C^tecrory  2 

$20,353,794* 

Q 

$20,353,794 

Cf^r■rying 
Amount 

Nhrket 
Value 

Corporate  Stocks 
yi'lP 

$483,461,587 
14.967.400 

$625,132,950 
14,967.400 

$498,428,987 

$640,100,350 

Jiire^  30,   1991 

Investment  Type 

C^teQory  1 

$309,289,418 
37.347.000 

$346,636,418 

Carxying 
Catecrory  2 

$5,944,808** 

Nhrket 
Amount 

Value 

Corporate  Stocks 
yrip 

$315,234,226 
37.347.000 

$352,581,226 

$444,716,775 
37.347.000 

$5,944,808 

$482,063,775 

** 


At  June  30,  1992,  these  securities  with  a  market  value  of  $26,925,113  were 
loaned  under  a  security  lending  agreement  with  the  state's  agent. 

At  June  30,  1991,  these  securities  with  a  market  value  of  $5,323,487  were 
loaned  under  a  security  lending  agreement  with  the  state's  agent. 


YEAR  HO  PCKIK3LID 

The  June  30,  1992  Montccnp  portfolio  is  included  on  the  following  pages. 
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y.Mi-   l.ix)    prill  fill  lo  llen>i(     .IS   ..f    (.1(1/02 

rtwrANA  f■^^MnN  sidtk  pnni,     (6'ini7044) 

R^r/Sh.ires/Dnits  Issuer 

2nn,nii(i.nn  mFiNr; 

i7n,nn(i.(Hi  i in nni  TiriiNi"ii<x;ir.i; 

17(1,(111(1.(1(1  Siil.toljl     for   AI1«)SI'A(>:       ((MKILM 

7f., 4011. (1(1  K  <;  ^  (;  inc 

7(1,4(10.(1(1  Slil.li.l.lj     fni     Ai:l(()SI'AC|-    --l)l:||TJSI-     II.ICIK       (lllKlil 

1(1(1,(10(1.(1(1  DI-l.TA   AIK    I.INr.S 

1(1(1,0(1(1.(1(1  Siit.lt.l.il    for  All)  TKANSHlin'      (0(104) 

100,000.00  i-DKD  rrmm  m 

180,000.0(1  siii.i..t,.i   f.ir  AiriTMrrrivf;  -  TAii     ((i(iO(,) 

72,(iO(i.(i(i  ii'NM''  ')Ni:  funi' 

100,0110.00  KlKS-C   HANK   SYi--llM 

ion,nno.oo  fir<iT  iinton  bank 

50,0(10.0(1  URSr  WAtlKWIA 

70,000.00  n.n:ET  t'iNANciAi.  cajoiip  inp 

110,000.00  NnRWE.ST  (Tinp 

""lO, (1011.00  I'NI-   FINANCIAI. 

100,000.00  US   llANCORP 

672.6(1(1.(1(1  Siil.(..l.il     r.ir     llANK;;--lt(i;i(iNAI.       (dlllll 

250,00(1.(111  PKI'SMt)    INr 

PMl.ddll.Od  Siihl..(..l    f.,r    lllA/||<Ai;i:.S/.S(ll-r  IXMNKS      (dill  U 

12(1,000.0(1  MASIT)  (KHdJ 

70,000.011  PfC;   INDILSTHIFS 

I  IS,  000.00  SIII.VWIN  wn.I.lAM.S 

'545,11(1(1.(111  sni.t..i^i   f.,1-  nirr,.  matfkiai.s  -  nivr;i(sii  ii  d    (ooisi 

1(10, 001). (10  AHi:i(lfAN  CYANAMm 

14''i,<)l)0.(lll  UM   (1IIMICAI, 

70,000.00  ixipoi/r 

70,000.0(1  MiNNE.^rn'A  minim; 

160,0011.00  MONSfilfTO 

625,000.00  Siihl(>(.il    for  ClimiCAUS— MA-IDR       (0017) 

"100,(10(1.(1(1  llAN.'i)N    I'l;' 

2(10,00(1.(1(1  TY(t)   I^tlS 

500,0(10.0(1  .Siil.l..l-=(l    for  (r)NGia-Ur,HATf,S      (0020) 

111(1,0110.00  AMIinrAN   IKTMi:   PR()(HI(^'S 


Bnr.k  Value 

6,496,050.00 
7,810,887.50 

I  4,  ■506,017.50 

1  ,105,156.0(1 

1  ,  105,156.0(1 

5,410,281.0(1 

5,418,201.0(1 

6,159,400.00 

6,159,400.0(1 

1  ,507,025.(1(1 
1 ,492,102.50 
I ,987,100.00 
1,127,345.22 
1,119,202.63 
1,329,201.92 
2,153,000.00 
2,082,060.00 

12,70H,ltl7.?7 

4,  167,072.16 

4,167,072. 16 

2,046,1101.00 
2,954,649.10 
2,078,675.00 

0,770,125.10 

9,635,621.01) 
6,126,859.77 
2,668,460.00 
4,791,850.96 
6,067,733.94 

29,290,525.67 

7,249,950.00 
6,103,071  .5(1 

13,551,021.50 

3,424,511.07 


Hirkf-1    Vnlue 

7,075,000.00 
8,082,500.00 

1 1.,  (157,  Mill.  11(1 

I  ,757,200.00 

I  ,  757,  2110.(10 

5,425,000.0(1 

5,425,000.00 

8,215,000.00 

M,  215,0(10.00 

t.  112,175.(10 
1,012, 50(1.(10 
1,787,500.00 
1,001 ,250.00 
2,073,750.00 
4,040,000.00 
2,700,000.00 
2,417,500.00 

'I,,;M4,I)75.(II1 

0,656,250.00 

11,1.56,250.00 

I, 120,000.00 
4,585,000.00 
4,262,500.00 

I  I  ,'11,7,500.011 

0,000,000.00 
11,407,407.5(1 
1,515,000.00 
6,700,000.00 
8,820,000.00 

17,542,487.50 

7.65  1,7511.110 
6,000,000.00 

14,451,750.00 

7,  150,000.00 
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Y<-^r   tnd   Port  f<. In.  I(f>piil    hs  .if    (.M(),'92 
MWFANA  airWDN   STDCK   KIOI,      (65017044) 

P,Tr/.Sli.ires/llnits  Issuer 

no, nno.no  nRismi,  m^^x9  sqiiibd 

150,000.00  KI,I  t.lI.I.Y 

240,000.00  Mh.'RCK 

120,000.00  SHERING  PUIUGH  * 

90,000.00  SMITHKLINE  BEEXrHAM 

330,000.00  SYNTEX 

1  fin, 000.00  UPJOHN 

1 ,4on,niiii.nn  .siii>i<.t,ii   f.ir  I)Hik;s     (0025) 

60,000.00  FMERSON  ELETTRIC 

130,000.00  CJENEKAl,   ELECI^RIC 

iqo.ono.nn  subtotal  fnr  ei.ectt  equtp— ma-ior  ptv     (nn2n) 

ino.onn.nn  amp  in^ 

11111,(11111.(111  Sill. I. . I. . I    f.  .1-  I  i.i:cmicM.  ivii'i'  •    iiiNNi  i-i'ii;.';     (iio:")) 

2on,ooii.nn  Thjrri,  mnp 

i2n,oon.()(i  ^rTIT)Hf)IA  iwr 

120, 000. on  siii>tot..l   for  F.r,i:(Tm)Nic.s— siMi/cirtii)Ni  WIS     (onii) 

160,000.00  UnilSEIIOrj)   irTTh'RNATTnNAI, 

i(>o,onn.nn  suiitnt.ii    fr-.r  tinanct  rrMCANiis     (oinc.) 

385,000.00  ARCHER   DANIEIS  MIDtANR 

185, 00(1. on  siibtoi,.!  f.T  RDii — n>rT)iJiTii\s     ((i04n 

120,000.00  Bf)Rr)EN 

170,000. on  cpr  internationai, 

160,000.00  GENERAL  MILLS 

210,000.00  GRAND  MET  P\C 

160,000.00  KEr.irrjG  en 

80,000.00  llNll.rVI'N    NV   ADK 

'ton.ono.on  Kiihtr,t,:fl  for  fn)iis--pi«)CKssEti  (nn44i 

!5n,nnn.nn  NATioNAt.  MrnirAi.  entfrprisfs 

150,n0n.ni)  Snhtntal     for    IMSPTTAt,  MANAGFMtlNT       (I1I14')1 

"tno.non.no  Aiiirrrr  lAns 

56,(100.00  DIX.-KMAN    INS'ni(M):i\n'^ 

110,000.00  BirnDN  iuckinson  (,  cm 

250,000.00  JOHNSON  &  JOHNSON 

70(1,000. on  Siilitntal     f'M-   inSPTTAI,   SUPPLIES       (0051) 


Book  Value 

10,273.185.80 
8,141,193.92 
3,372,718.66 
5,675,200.00 
3,073,068.28 
7,582,997.39 
5,365,566.70 

46,908,443.82 

1,851,322.98 
7,247,900.00 

9,099,222.98 

4,402,600.00 

4,4n2,f>00.(io 

7, 710, 348. on 
5,926,475.00 

13,636,823.00 

7,037,512.50 

7,037,512.50 

8.301,609.49 

8,  101,609.49 

3,796,977.50 
3,114,991.96 
6,053,487.41 
5,691,740.00 
6,376,173.90 
7,999,280.00 

33,032,650.77 

5,288,625.00 

5,288,625.00 

2,492,337.34 

855,767.50 

7,095,937.52 

9,592,332.50 

20,036,374.86 


^Vnket     V,5liit^ 

i2,492,5nn.on 

9,7f.8,750.nn 

II ,7no,ooo.oo 

6,585,000.00 

6,896,250.00 

11 ,302,500.00 

5, 760, 000. on 

71  ,()5S,(llin.(lll 

2, 925, noo.no 

10,075,000.00 

13,000,000.110 

5,  3R7,500.nn 

S,  1117,  SOO.  1)11 

I  1 ,450,000.00 
9, 195,000.00 

jn,(.45,onn.on 

8,040,000.00 
(1, 040, 000. on 
9,047,500.00 
9,047,500.00 

3,  (.60, 000.  on 

7,(141  ,250.0(1 

in,74n,non.nn 

7, 323, 750. no 

I  (1,620, 000.  nn 

8,650,000.01) 

4H,M (5,000.00 

5,031 ,250.00 

S.ll  tj  ,250.00 

1 1 , 305, 000. on 

I  ,(143.000.00 

R, 195,000.00 

11 ,187,500.00 

31  ,73(1,  500. on 
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Yp^r   lind    t'..i  t  fr>l  n .  Hfpr.rf    hs   of    (■     lll/')2 
MINTANA  amiN   f^nx'K   IXTOL      (65017044) 

P.Tr/Shares/llnil.s  Issuer 

inn, (inn. nn  aitle  riMPirrtT^s  inc 

120, 000.  nil  uiM 

220,000.00  Suhtofal    for   INRI  PRf)— (t>1Pirrt-R      (0054) 

120,000.00  ntniTAi,  fqitpmemi' 

120,000.00  Siibhota!    for   INPn  PRfy—MTNirrMPtfTFTI      (0056) 

35,000.00  MARSH  &  MCLENNAN 

15,000.00  Suhtor^l    for    INSURANCE  -  HRflKHiS      (0061) 

90,000.00  ST  PAUL  COS 

PO.nOO.nO  Siihtot.il    for   INSURANCE— CASUALTY      (0062) 

R5,0n0.00  AMIT^irAN    TNTl.  CWKIP    INC 

I  10,000.00  GIJ^ERAL  HE 

105,000.00  Siil.lol.ll    for    INSllllANri:--SPhri AI.TY       (1)01,7) 

300,000.00  GIAXO   HOmiNCiS  ADR 

300,000.00  Siibtotal    for  HCME  HEALTH  CJiRF      (0075) 

130,000.00  REirrms  imioiNns 

130,000.00  Siibtot.ll    for  MEniA—POBLISHlNG      (007H) 

94,700.00  DAriTIN  HUDSON 

80,000.00  MAY  DEPARTMENT  STDRES 

174,700.00  Subtotal    for  Mt.-RCHANDISING— DEPARTMfJNT      (0079) 

130,000.00  AIJ^K-RTSONS   TNC 

1 00 , 000 .  00  RYKOFF-SEXTON 

230,000.00  Siilitf.lal    for  MKlKniANDISINC,— pi)n      (llllfll) 

220,000.00  wx)iw)«-ni  crjup 

220,000.00  Si±)t.otal    for  MASS  MERCHANDISING      (0082) 

200,000.00  CARNIVAL  CRUISE  LINES 

320,000.00  DISNEY    (WAI-T)   O) 

35(1,000.00  niK   I.IMITi:i)    INC 

120,000.00  ITWS    K    US 

P90, 000.00  Subtotal    for  MtflCHANDISING  -  SPECIALTY      (0083) 

73,100.00  PACIFIC   ENTERPRISES 


E3ook  Value 

3,995,500.00 
11,194,973.18 

15,190,473.18 

8,559,600.00 

8,559,600.00 

2,095,450.00 

2,095,450.00 

4,099,460.34 

4,099,460.34 

6,388,122.50 
8,611,200.00 

14,091,322.50 

9,029,000.00 

9,029,000.00 

5,282,910.00 

5,202,910.00 

4,888,588.50 
1,437,322.56 

6,325,911.06 

5,215,300.00 
1,955,412.50 

7,170,712.50 

6,213,650.00 

6,213,650.00 

6,111,270.00 
8,933,900.00 
7,583,000.00 
3,293,350.00 

25,921,520.00 

2,909,660.50 


M^ikfl     V.iluf 

4, 800,000. on 

11 ,745,000.00 

If),  545, 000.  nn 

4,155,000.00 

4,  155,000.00 

2,712,500.00 

2,712,500.00 

7,211 ,250.00 

7,211,250.00 

7,533.125.00 
9,322,500.00 

16,(155,625.00 

7,650,000.00 

7,650,000.00 

8,547,500.00 

8,547,500.00 

6,344,900.00 
4,430,000.00 

10,774,900.00 

5,460,000.00 
1 ,625,000.00 

7,085,000.00 

5,')4(l,()()(I.O0 

5,')4o,ooo.no 

5,650,000.00 

1  1  ,520,000.00 

7,962,500.00 

4,140,000.00 

29,272,500.00 

I , !88,900.0n 
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YfMr   End   Portfolio  KPi-nit    ,is  cf   h/in/92 
MDNTANA  OOTMIN  STOCK   K)OL      (65017044) 

Par/Shares/Units  Issuer 

1 20, ono.no  soititiwest  gas  odrporation 

193,100.00  Subtot/il    for  NATURAL  GAS— DISTRIBOTION      (0090) 

120,000.00  ARKLA 

150,000.00  BURLINGTON  RESOURCES 

100,000.00  PANHANDLE  EASTtRN  OORP 

370,000.00  Subtotal    for  NATURAL  (^S—DIVERSIFIED      (0091) 

110,000.00  AMXD  CORP 

50,000.00  ATLAfTllC  RICHFIELD 

180,000.00  PHILLIPS  PETRO 

110,000.00  IISX-MARATIION  GRCXJP 

200,000.00  UNOCAL  OORP 

650,000.00  Siibt.ot.i)    for  O I L~  1 NTEWGRATED  DCMESTir      (0093) 

150,000.00  MOBIL 

160,000.00  TEXACO 

310,000.00  Subtotal    for  0IL~INTEX3ViTED   INTERNATIONA],      (0094) 

250,000.00  DRESSER   INDUSTRIES 

250,000.00  Subtotal    for  OIL  SERVICES     (0098) 

60,000.00  TEMPLE   INLAND 

60,000.00  Subtotal    for   PAPtH   PRfHXICTS      (0099) 

140,000.00  EASTt^W   K(X)AK 

140,000.00  Subtotal    for   HICrrrrKAPHY      (0100) 

200,000.00  ATTWnriDS    PI>C  ADR 

220,000.00  WASTE  MANAGEMElTr 

420,000.00  Subtotal    for  POLLUTION  OOtmKJL      (0101) 

92,200.00  BURLINITTON  NORTHERN 

92,200.00  Subtotal    for  RAIIfiOADS     (0103) 

250,000.00  MCDONALDS  (DRP 

250,000.00  Subtotal    for  RESTAURANTS      (0113) 

170,000.00  HARRIS  OORP 

170,000.00  Subtotal    for  TELECCMI/TECHNOLOGV      (0117) 


Book  Value 

2,239,900.00 

5,149,560.50 

1,151,688.06 
4,153,565.37 
1,528,110.76 

6,833,364.19 

3,502,696.61 
3,374,465.05 
4,365,650.00 
2,518,101.55 
4,648,140.00 

18,409,053.21 

6,234,164.41 
9,337,800.00 

15,571,964.41 

5,080,475.00 

5,080,475.00 

655,494.53 

655,494.53 

5,772,450.00 

'5,772,450.00 

2,322,458.00 
8,075,225.00 

10,397,683.00 

2,746,051.00 

2,746,051.00 

7,535,975.00 

7,535,975.00 

4,233,701.36 

4,233,701.36 


Market  Value 

1 ,725,000.00 

3,113,900.00 

1,065,000.00 
5,925,000.00 
1,562,500,04 

8,552,500.04 

5, 211, 250. on 
5,331,250.00 
4,365,000.00 
2,378,750.00 
5,050,000.00 

22,336,250.00 

9,187,500.00 
9,860,000.00 

19,047,500.00 

5,218,750.00 

5,218,750.00 

2,895,000.00 

2,895,000.00 

5,582,500.00 

"5,582,500.00 

2,450,000.00 
7,315,000.00 

9,765,000.00 

3,399,875.00 

3,399,875.00 

11,281,250.00 

11,281,250.00 

4,632,500.00 

4,632,500.00 
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Yt^ar   Knd   Portfolio  Kciiut    -is  i.f    (./ »)/13 

MJNTANA  ai^iON  SITXTK   MXJL      (65017044) 

Par/Shares/Units  Issuer 

300,000.00  B.A.T.    IND  PLC  ADR 

150,000.00  PHir.IP  MDRRIS 

152,000.00  BJR  NABISCO  OTrCN 

602,000.00  Siibnol--^  I    for  TOnAfTT)      (0120) 

280,000.00  AT&T 

120,000.00  BEM.  ATIANTjr  mnp. 

190,000.00  GTE  IXJRP 

70,000.00  PACIFIC  TELESIS  C3KXJP 

33,000.00  snin-HWESTERN  BEII,  (DRP 

130,000.00  US  WEST  (WWUNICATIONS 

823,000.00  Subtotal    for  UTILITIES— (XTMUNICATIOfJS      (0124) 

178,500.00  MONTANA  POWER  CO 

140,000.00  PACIFIOIRP 

290,000.00  WESTINTSmiSE  ELFXTBIC 

608,500.00  Subtotal    for  UTILITIES~ELE(7rRIC      (0125) 

50,000.00  AUSTRIA  FUND  INC 

50,800.00  EMtRGING  GERMANY  FUND 

5,000.00  FIRST  AUSTRALIA  FUND 

115,200.00  FRANCE  GROWTH  RIND 

50,000.00  GRCWni  FUND  OF  SPAIN 

26,700.00  IRISH    INVESTTU-NT   RIND 

127,500.00  MEXICO   l-UND 

24,300.00  NEW  GhRMftNY    FUND 

449,500.00  Subtotal    for   EQUITY  COUNTRY  FUNDS      (012f.) 

15,903,900.00  Subtotal    for  MITTFANA  cnrMON  STOCK   Pnf)I,      (65017044) 

149,674.00  SHORT  TERM  INVESTMENT  POOL  .000  12/31/1999 

Total    for  MKTTANA  COMON  STOCK  POOL      (65017044) 


Book  Value 

3,516,691.50 
7,650,136.00 
1,575,024.00 

12,741,851.50 

4,709,897.26 
4,659,469.05 
3,108,964.78 
1,803,210.72 
827,884.50 
4,963,525.00 

20,072,951.31 

3,803,467.50 
1,514,471.37 
8,301,200.00 

13,619,138.87 

490,250.00 

408,727.50 

47,325.00 

1,149,868.00 
508,050.00 
215,838.00 

3,126,893.50 
283,412.00 

6,230,364.00 

483,461,586.56 

14,967,400.00 

498,428,986.56 


Hirket   Value 

4,200,000.00 

11,006,250.00 

1,330,000.00 

lfS,5iti,250.00 

12,040,000.00 
5,340,000.00 
6,056,250.00 
2,808,750.00 
2,013,000.00 
4,745,000.00 

13,003,000.00 

4,685,625.00 
1,115,000.00 
5,075,000.00 

12,875,625.00 

425,000.00 

393,700.00 

45,000.00 

1 ,094,400.00 
468,750.00 
206,925.00 

2,725,312.51 
273,375.00 

5,632,462.51 

625,132,950.05 

14,967,400.00 

640,100,350.05 


A-39 


A-40 
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LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL; 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Balance  Sheet  of  the  Enterprise  Fund  of  the  state  of 
Montana  Board  of  Investments  as  of  June  30,  1992,  and  the  related  Statement  of  Revenues, 
Expenses  and  Changes  in  Retained  Earnings  and  Statement  of  Cash  Flows  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  discussed  in  note  1,  the  financial  statements  present  only  the  Development  Finance 
Program  -  Enterprise  Fund  and  are  not  intended  to  present  fairly  the  financial  position  and  results 
of  operations  of  the  state  of  Montana  in  conformity  with  generally  accepted  accounting  principles. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  state  of  Montana  Board  of  Investments  Enterprise  Fund  as 
of  June  30,  1992,  and  the  results  of  its  operations  and  cash  flows  of  its  Enterprise  Fund  for  the 
fiscal  year  then  ended  in  conformity  with  generally  accepted  accounting  principles. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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SnaS  OF  KKI3VN7V  BOARD  OF  INVESD«»nS 
BaUVNCE  SHEET  AS  OF  JtKE  30,    1992 


Assets 

Current: 

Cash  in  treasury 
Ccish  vath  fiscal  agent 
Interest  receivable 
Short -tenn  investments 
Prepaid  expenses 
Due  to  other  funds 

Total  current 

Long- term: 
Notes/loans  receivable 
Investments 

Coital  ized  cost  of  issue 
Bquipnent 
Accumulated  depreciation 

Total  long-term 

Total  assets 

T.i  abilities 

Current: 
Advances 
Accounts  payable 
Due  to  other  funds 
Accrued  expenses 
Accrued  interest  payable 
Current  notes/bonds  payable 

Total  current 

Long- term: 
Bonds  payable 
Cctrpensated  absences 
Deferred  cost  of  issue  recovery 

Total  long-term 

Total  liabilities 

Retained  earnings 

Total  liabilities  and  retained  earnings 


?    18,424 

6,070 

944,045 

14,392,595 
1,800 
1.325 

15.364.259 


25,625,629 

7,891,724 

1,210,988 

20,862 

(12.761) 

34.736.442 

50,100,701 


179,712 

18,562 

12,827 

520 

1,043,692 

24.947.790 

26.203.103 


21,953,268 

13,953 

503.604 

22 ■ 470 ■ 825 

48.673.928 

1.426.773 

$50,100,701 


The  accorpanying  notes  are  an  integral  part 
of  these  financial,  statanents. 
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SraiE  OF  MKQVNA.  BCS^RD  OF  TNVESIf^tnS 
aUS^IKISE  FOE) 

STf(r&iB>rr  of  revqjdes, 

EXPQBES,   AND  OffitlSS  IN  REUHNED  EARNINGS 
FCR  IHE  ErSC3tti  YEAR  HCHD  JIME  30,    1992 


Rev»=Tinp» 

Band  issue  fee  $  267,274 

Investment  earnings  4,034,821 

Cost  of  issue  recovery  41,463 

Conference  55.731 

Total  revenue  4,399,289 

Expenses 

Personal  services  129,217 

Contracted  services  53,867 

Supplies  and  materials  8 ,  807 

Catramications  13 ,  424 

Travel  10,802 

Rent  25,895 

Repair  and  maintenance  1,131 

Indirect/administrative  &  other  costs  12,062 

Debt  service  3,558,275 

Depreciation  2 , 495 

Loss  on  equipment  disposal  2.190 

Total  expenses  3.818.165 

Net  income  581.124 

Retained  earnings  July  1,  1991  847,301 

Prior  period  adjustment  (1.652) 

Adjusted  retained  earnings  July  1,  1991  845.649 

Retained  earnings  Jime  30,  1992  $1,426,773 


The  accotpanying  notes  are  an  integral  part 
of  these  financial  statanents. 
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Smm  OF  MCNUVNA  BOARD  OF  INVESIT^OTS 

BnH?H?TSK  FLMD 

SmrB!^S^  OF  CASH  FE£MS  FOR  1HE  YEAR  ENDED  JUNE  30,  1992 

DOiEASE  (DECREASE)  IN  C2^SH  AND  CASH  BQUIVTVLENIS 

C^h  flows  fron  operating  activities: 

Receipts  for  sales  and  services  $   323,005 

Collections  for  principal  and  interest  on  loans  32,344,307 

C^h  payments  for  loans  (28,969,102) 

Payments  to  suppliers  for  goods  and  services  (115,687) 

Payments  to  eirployees  (128.138) 

Net  cash  provided  by  operating  activities  3.454.385 

Cash  flows  from  non-capital  financing  activities: 
Payment  of  principal  and  interest  on 

bonds  and  notes  (14,797,381) 

Proceeds  from  issuance  of  bonds  and  notes  12,256,271 

Cost  of  issuance  (22.374) 

Net  cash  used  for  non-capital 

financing  activities  (2.563.484) 

Cash  flows  frcm  investing  activities: 

Purchase  of  investments  (51,767,230) 

Proceeds  from  sales  or  maturities  of  investments  49,110,711 

Interest  on  investments  4.023.782 

Net  cash  provided  by  investing  activities  1.367.263 

Net  increase  in  cash  and  cash  equivalents  2,258,164 

Cash  and  cash  equivalents,  July  1  3.027.471 

C^h  and  cash  equivalents,  June  30  $  5,285,635 

Reconciliation  of  net  incane  to  net  cash  provided  by 
operating  activities: 

Net  incore  $   581,124 
Adjustments  to  reconcile  net  incane 
to  net  cash  provided  by  operating  activities: 

Depreciat  ion  2,495 

Interest  on  investments  (4,034,821) 

Cost  of  issue  recovery  (41,463) 

Interest  expense  3,558,275 

Loss  on  disposal  of  fixed  assets  2,190 

Prior  year  adjustment  related  to  operations  (1,652) 
Change  in  assets  and  liabilities: 

Decrease  in  short-term  notes  246,468 

Decrease  in  long-term  loans/notes  receivable  3,861,516 

Increase  in  accounts  receivable  (732,779) 

Increase  in  other  assets  (1,532) 

Increase  in  accounts  payable  15,408 

Decrease  in  due  to  other  funds  (1,673) 

Increase  in  corpensated  absences  payable       829 

Total  adjustments  2.873.261 

Net  cash  provided  by  operating  activities  $  3,454,385 

The  accorpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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smrE  OF  MifraNA.  board  of  INVESO'^^TS 

3JlERHnHB  FOC 

NJTES  TO  FENANCHAL  SI3VIH«nS 
BCR  THE  FESCMj  YHVR  HCBD  JDNE  30,    1992 

1.        StM«RY  OF  SHatlFICfiNr  AXDCWTUC  PQEiICIES 

a.  Basis  of  Accounting 

Ihe  Montana  State  Board  of  Investinents  (the  "Board")  uses  the 
accrual  basis  of  accounting  for  the  Enterprise  Fund.  Under  the  accrual 
basis  of  accounting,  expenses  are  recorded  vtien  incurred  and  revenues 
are  recorded  v^ien  earned. 

The  financial  statements  are  prepared  frcm  the  Statewide  Budgeting 
and  Accounting  System  (SEAS)  with  adjustments  and  information 
ccntained  in  the  bond  trustee  statements.  TTie  statonents  include  the 
financial  activity  administered  by  the  Board  in  the  Enterprise  Fund. 

b.  Presentation  of  Programs 

The  Beard  uses  the  Enterprise  Fund  to  account  for  its  programs 
created  under  the  Ecancmic  Development  Bond  Act  and  the  Municipal 
Finance  Consolidation  Act. 

Econonic  Development  Bond  Act  programs  include: 

llie  Industrial  Development  Bond  Program  (IDB) ,  a  business 
finance  program,  provides  funds  to  purchase  econanic 
development  loans. 

The  Conservatian  Reserve  Enhancsnent  Program  (CRP) ,  created 
in  1990  by  issuing  Econanic  Develcpnent  Bonds,  allows  farmers 
to  receive  a  lunp  sum  payment  by  assigning  their  federal  CRP 
contract  to  the  Board.   The  farmers  under  contract  must 
ccnply  with  seeding  and  other  requiratients . 

Municipal  Finance  Consolidation  Act  programs  include: 

The  Montana  Gash  Anticipation  Financing  (MZAF)  program 
provides  tax  anticipation  financing  to  local  governments. 

The  Intermediate  Term  Coital  Pool  (lOTERCAP)  program 
provides  funds  to  local  governments  to  finance  capital 
ejqjenditurBS  for  up  to  five  years. 

The  Irrigation  District  Pooled  Loan  Program  provided  funds 
for  the  Board  to  purchase  the  refunding  bonds  from 
participating  irrigation  districts  for  the  purpose  of 
prepaying  the  U.S.  Department  of  Interior,  Bureau  of 
Reclamation  Projects  Loans. 

The  School  District  Pooled  Refunding  Program  provides  funds 
for  the  Board  to  purchase  the  general  obligation  refunding 
bonds  of  participating  Montana  School  Districts. 

The  Enterprise  F\md  also  reports  the  financial  activity  associated 
with  the  Board's  annual  conference. 
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c.  Fixed  Asset  Depreciation 

The  equipment  fixed  assets  recorded  in  the  Enterprise  Fund  are 
depreciated  on  a  straight -line  basis,  with  salvage  value,  in 
accordance  with  state  policy. 

d.  Receivables 

The  Enterprise  Fund  notes/loan  receivables  of  $25,625,629 
represent  loans  itade  to  Montana  local  governments.  Historically,  there 
have  been  no  uncollectible  account  balances. 

e.  Cash  Equivalents 

For  purposes  of  the  Statanent  of  Cash  Flows,  the  Enterprise  Fund 
considers  all  highly  liquid  investments  with  a  maturity  of  three 
months  or  less  when  purchased  to  be  cash  equivalents.  Cash  and  cash 
equivalents,  as  identified  in  the  Balance  Sheet  are  as  follows: 

cash  in  treasury  $   18,425 

Ccish  with  fiscal  agent  6,070 
Short-term  investments 

Short-Term  Investment  Pool  (STTP)  384,900 

Federated  treasury  obligations  f\ji:d  4.876,240 

cash  and  cash  equivalents,  June  30,  1992    $5,285,635 

2.    INVESIfSnS 

Ihe  deposits  and  investments  in  the  Enterprise  Fund  are 
restricted  by  the  bond  trust  indentures  to  the  following:  govemnent 
and  agency  obligations,  certificates  of  deposits,  repurchase 
agreenents,  and  investment  agreements.  Deposits  and  investments  must 
be  made  with  Montana  banks  or  in  STIP  administered  by  the  Board.  The 
deposits  and  investments  are  cat±)ined  on  the  Board's  financial 
statements . 
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The  Board's  investiTEnts  in  the  Enterprise  Fund  are  classified  as 
to  credit  risk  by  Category  1  vfcLch  includes  insured  or  registered,  or 
securities  held  by  the  Board  or  its  agent  in  the  Board's  naire. 

Shart-Tenn  Investments 
Jtioe  30,  1992 


C&teaory  1 

$  9,131,454 

5,261.141 

14,392,595 

O^  Trying 
Value 

Market 
Value 

Enterprise  Fund 
Goveninent  Securities 
Investment  in  S'i'lP/ 
Mutual  Fund 

TTotal 

$  9,131,454 

5.261.141 

14.392.595 

$  9,148,974 

5.261.141 

14.410.115 

TiDtal  short-term  investments 


$14,392,595 


$14,392,595 


$14,410,115 


LoDg-Tferm  Investmeots 
Jiine  30,  1992 


C^teQory  1 
$7,891,724 

(Carrying 
Value 

Mr  licet 
Value 

Enterprise  Fund 
Government  Securities 

$7,891,724 

$8,197,791 

Total 

7.891.724 

$7,891,724 

$8,197,791 

Total  long-term  investments 

$7,891,724 

$7,891,724 

$8,197,791 
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3.     CURREHT  DEBT 

The  Enterprise  Fund  is  authorized  to  issue  Intermediate  Term  Capital  (INTERCAP)  bonds  under  the  Municipal  Finance 
Consol ioation  Act.  These  bonds  may  not  aggregate  more  than  $50  million.  The  INTERCAP  bonds  provide  funds  for  the  Board 
to  make  loans  to  eligible  local  government  units.  The  bonds  are  not  a  debt  or  liability  of  the  state  of  Montana.  The 
bonds  are  limited  obligations  of  the  Board  payable  solely  from:  1)  repayments  of  principal  and  interest  on  loans  made  by 
the  Board  to  participating  local  government  units;  2)  investment  income  under  the  indenture;  and  3)  an  irrevocable 
pledge  by  the  Board.  The  Board  has  no  taxing  power.  These  bonds  may  be  redeemed,  at  the  bondholder's  option,  any  March 
1,  prior  to  maturity.  The  Board  did  not  enter  into  an  arms-length  financing  agreement  to  convert  the  bonds  "put",  but 
not  resold  into  some  other  form  of  long-term  obligation.  Accordingly,  these  bonds,  considered  demand  bonds,  are  recorded 
as  current  liabilities  of  the  Enterprise  Fund.  The  INTERCAP  obligations  at  June  30,  1992  are  as  follows  (in  thousands): 


Series 

1987 
1988 
1991 
1992 


Amount 
Issued 

$  6,500 
5,000 
5,000 
6,500 


Interest 
Range 

3.50-15.00 
3.50-15.00 
3.50-15.00 
3.50-15.00 


Maturity 

1995 
1996 
2001 
2005 


Balance 
June  30.  1992 

$  1,920 
3,010 
4,945 
6,500 


TOTAL  IMTERCAP  CURREKT  DEBT  $23,000 
4.    LONG-TERM  DEBT 


$16,375 


Economic  Development  Bonds  (EDB),  Municipal  Finance  Consolidation  Act  Bonds  (HFCAB),  and  Industrial  Dcvelopoient  Revenue 
Bonds  (IDB)  -  These  bonds  are  issued  under  the  Economic  Development  Bond  Act,  and  the  Municipal  Finance  Consolidation 
Act,  for  the  purpose  of  assisting  Montana's  small  businesses  and  local  governments  in  obtaining  low  cost  financing. 
Outstanding  obligations  are  as  follows  (in  thousands): 


Program 


Municipal  Finance  Consolidation 
Act  Bonds  (Irrigation  District 
Pooled  Program)  (3) 

Municipal  Finance  Consolidation 
Act  Bonds  (Cash  Anticipation 
Financing  Program)  (2) 


Series 


Industrial  Development 

Revenue  Bonds  (Pooled  Loan  Program)  (1)  1984A-G 

Industrial  Development 

Revenue  Bonds  (Pooled  Loan  Program)  (1)  1985A-K 


1988 


1991 


4,976 


4,485 


Principa 

Payments 

Amount 

Interest 

In  Year  of 

Balance 

Issued 

Range  (%1 

FY  93 

Maturity 

June  30.  1992 

$  3,650 

7.00-10.75 

$  125 

$570  (2006) 

$  3,075 

3,160 

6.75-10.10 

90 

395  (2007) 

2,795 

6.60-7.75 


4.80 


90 


205  (2013) 


4,485    4,485  (1992) 


5,079 


4,485 


Economic  Development  Bond  Act 
Bonds  (Conservation  Reserve 
Enhancement  Program)  (4) 


1991A-B 


7,380   10.00-11.00 


775 


395  (1999) 


6,865 


Municipal  Finance  Consolidation 
Act  Bonds  (School  District  Pooled 
Refunding  Program)  (5) 

TOTAL  LONG  TERM  BONDS  PAYABLE 


1991 


6,234 


$29,885 


4.75-6.50 


670 


$6,235 


294  (2005) 


5,889 
$28,188 


Conservation  Reserve  Enhancement 
Program  (CRP  Notes)  (4) 

TOTAL  LONG  TERM  BONDS/NOTES  PAYABLE 


2,338     Variable     2,338    2,338  (1992)  2,338 

$32.223  $8,573  $30.526 


(1)  The  bonds,  which  may  not  aggregate  more  than  $75  million,  are  limited  obligations  of  the  Board  of  Investments 
payable  solely  from  and  secured  by  certain  revenues  and  assets  pledged  pursuant  to  an  Indenture  of  Trust.  The 
bonds  do  not  constitute  a  debt,  liability  or  legal  obligation  of  the  state  of  Montana.  However,  if  the  balance  in 
the  "Capital  Reserve  Account  A"  falls  below  the  Indenture  requirement,  the  Governor  is  required  to  request  the 
Legislature  to  appropriate  funds  to  restore  the  balance.  The  Legislature  may,  but  is  not  legally  obligated  to, 
appropriate  funds  to  correct  any  such  deficiency.  Principal  payments  (accrued  interest  to  be  added)  are  due  each 
March  15.  Series  1985  J  ($665,000)  and  Series  1985  B  ($690,000)  were  recalled  on  March  15  and  December  15,  1988 
respectively,  without  a  gain  or  loss  on  extinguishment.  Series  1985  L  ($270,000)  were  recalled  in  March  1992, 
without  a  gain  or  loss  on  extinguishment. 

(2)  These  bonds,  which  may  not  aggregate  more  than  $50  million,  were  issued  to  provide  funds  to  finance  the  purchase  of 
tax  or  revenue  anticipation  notes  (TRANS)  of  participating  local  government  units.  The  bonds  are  not  a  debt  or 
liability  of  the  state  of  Montana  and  neither  the  faith  and  credit  nor  the  taxing  power  of  the  state  of  Montana  is 
pledged  to  the  payment  of  principal  of  or  interest  on  the  bonds.  The  bonds  are  limited  obligations  of  the  Board  of 
Investments  payable  solely  from  repayments  of  principal  and  interest  on  local  government  TRANS,  proceeds  of  a  loan 
made  by  the  Board  of  Investments  and  investment  income. 
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(3)  These  Donas  were  issuea  for  ttie  purpose  of  proviaing  funos  for  the  Montana  State  Board  of  Investments,  to  purchase 
the  ftefunoing  Bonos  of  participating  irrigation  Districts  for  the  purpose  of  prepaying  the  U.S.  Department  of 
Interior,  Bureau  of  Reclamation  Projects  Loans.  Tne  Irrigation  Bonos  and  the  interest  thereon  are  payaoie  solely 
from  the  collection  of  a  special  tax  or  assessment  which  are  a  lien  against  real  property  in  the  Irrigation 
District.  The  Irrigation  Bonds  are  not  obligations  of  the  state  of  Montana.  However,  the  Irrigation  Bonds  are 
limited  obligations  of  the  Board  of  Investments  due  to  an  irrevocapie  pledge  to  lend  money  for  deposit  by  the 
Trustee  of  the  Irrigation  District  Pooled  Loan  Program  Reserve  Account  £  in  an  amount  to  any  deficiencies  therein  on 
any  payment  date.  The  Indenture  does  not  permit  the  issuance  of  additional  bonds. 

(4)  These  bonds  and  notes  were  issued  for  the  purpose  or  providing  funds  for  the  Montana  State  Board  of  Investments,  to 
purchase  the  Board's  outstanding  Bond  Anticipation  Notes  (BAN's),  and  make  loans  to  participating  farmers  and 
ranchers  under  its  Conservation  Reserve  Enhancement  Program.  The  Series  1991  Bonds  are  not  in  any  way  a  debt  or 
liability  of  the  state  of  Montana,  and  neither  the  full  faith  and  credit,  nor  the  taxing  power  of  the  state  of 
Montana  is  pledged  to  the  payment  of  the  principal  of  or  interest  on  the  Bonds.  However,  the  1991  Bonds  are  limited 
obligations  of  the  Board.  The  BAN's  issued  will  mature  November  15.  1992.  The  BAN's  maturity  date  will  be  extended 
to  November  1993. 

(5)  These  bonds  were  issued  for  the  purpose  of  providing  funds  for  the  Montana  State  Board  of  Investments,  to  purchase 
the  general  obligation  refunding  bonds  of  participating  Montana  School  Districts.  The  School  District  Refunding 
Bonds  and  the  interest  thereon  are  payable  from  real  property  taxes  levied  within  the  school  District.  The  1991 
Bonds  are  limited  obligations  of  the  Montana  State  Board  of  Investments,  and  are  not  a  debt  or  liability  of  the 
state  of  Montana,  and  neither  the  faith  and  credit  nor  the  taxing  power  of  the  state  of  Montana  is  pledged  to  the 
payment  of  principal  of  or  interest  on  the  bonds. 

Debt  service  requirements  (principal  &  interest)  are  as  follows  (in  thousands): 

1993     1994      1995      1996      1997  1998  *         Total 

$8,388   $3,636    $3,882    $3,579    $3,958  $19,651   S43.094 

Stand-Alone  Industrial  Revenue  Bonds 

In  this  program,  assets  and  revenues  of  tne  borrower  are  pledged  to  repay  the  bonds.  Accordingly,  stand-alone  bond 
issues  are  not  recorded  on  the  Board's  financial  statements. 

Payroll  Tax  Bonds 

On  July  15.  1991,  the  Board  issued  $142,095,000  in  Payroll  Tax  Bonds  (Workers  Compensation  Program  Series  1991).  The 
Series  1991  Bonds  are  limited  obligations  of  the  state  of  Montana,  payable  solely  from  and  secured  by  certain  payroll  tax 
revenues.  The  bonds  are  not  general  obligations  of  the  Board,  the  state,  the  Montana  State  Compensation  Mutual  Insurance 
Fund,  or  any  political  subdivision  of  the  state,  and  neither  the  faith  ana  credit  nor  the  general  taxing  power  of  the 
state  is  pledged  to  the  payment  of  the  principal  or  interest  on  the  bonds. 

Because  the  bonds  are  payable  solely  from  and  secured  by  certain  payroll  tax  revenues  and  are  not  general  obligations  of 
the  Board,  the  Payroll  Tax  Bonds  are  not  recorded  on  the  Board's  financial  statements.  The  Payroll  Tax  Bonds  and  related 
debt  service  fund  activity  are  reported  on  the  Montana  State  Compensation  Mutual  Insurance  Fund  financial  statements. 

These  bonds  were  issued  to  provide  funding  for  the  Montana  State  Compensation  Mutual  Insurance  Fund's  liability,  with 
respect  to  the  cost  of  administering  and  paying  claims  for  injuries  resulting  from  accidents  that  occurred  prior  to  July 
1.  1990  that  are  subject  to  the  Montana  Workers'  Compensation  Act  and  the  Occupational  Disease  Act  of  Montana,  funding  a 
debt  service  reserve  and  paying  the  cost  of  issuance  for  the  Payroll  Tax  Bonds. 
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Decenter  3,  1992 


Scott  A.  Seacat,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59620 

Dear  Mr.  Seacat: 


We  have  reviewed  your  reccmnendations  resulting  fron  the  audit  of  the 
Board  of  Investments  (the  Board)  for  the  fiscal  year  ended  June  30, 
1992.  Our  response  follows: 

RecoTTTiendation  #1 

We  concur.  On  Septa±)er  22,  1992,  Board  staff  met  with  trustee 
personnel  and  agreed  to  involve  accounting  staff  in  the  Preliminary 
dosing  meetings  associated  with  new  bond  issues. 

Recammendation  #2 

We  concur.  Procedures  have  been  iirplemented  to  record  bond 
transactions  in  accordance  with  generally  accepted  accounting 
principles . 

Recarmendation  #3 

We  concur.  Board  personnel  continue  to  work  with  the  software  vendor 
to  correct  Portfolio  lyfenagament  System  errors. 

We  ccnpliment  the  audit  staff  for  coctpleting  a  corplex  audit  in  a 
professional  manner.  Their  review  and  comients  were  appreciated. 

Sincerely, 


Gayle4toon,   CPA 
Accounting  Fiscal  IVbnager 
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